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The  Men’s  Chronograph  Ref.  5170G  is  presented  in  a  white  gold  case 
with  rectangular  pushers,  reminiscent  of  Patek  Philippe’s  famous  1940s 
and  1950s  wrist  chronographs.  The  sapphire  crystal  caseback 
reveals  the  Caliber  CH  29-535  PS  manually-wound  classic  column-wheel 
chronograph  movement,  developed  and  crafted  entirely  in-house. 
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SPENDS  $1.2  BILLION 
OF  YOUR  MONEY  EVERY  YEAR. 


SIMPLE 


The  world’s  top  200  companies  lose  10%  of  their  annual 
profits  to  managing  complexity.  Not  overcoming,  but 
managing.  Are  you  doing  everything  you  can  to  help  your 
business  run  simple?  Find  out  more  at  sap.com/runsinnple 


Run  Simple 
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FORBES 


IN  BRIEF 


The  Ad  World's 
New  Reality 

BY  LEWIS  D’VORKIN 

Journalists  prefer  to  think  about  their  stories.  It’s  their  job, 
after  all.  It's  also  a  nice  escape  from  reality.  I  once  heard  Arthur 
Sulzberger,  the  publisher  of  the  New  York  Times,  recommend 
that  his  reporters  sit  down  with  an  engineer  to  learn  about  the 
digital  world.  I  would  suggest  journalists  have  lunch  with  an  ad 
guy,  too  (perish  the  thought).  If  they  did,  here’s  a  bit  of  what  they 
would  learn  about  the  changing  online  advertising  business: 

Ad  Viewability:  Only  5  out  of  10,000  readers  click  on  a  display 
ad,  but  at  best  only  70%  of  Web  ads  are  seen  in  the  first  place, 
as  defined  by  an  industry  requirement  gaining  momentum  that 
50%  of  an  ad  must  be  in  view  for  one  second  for  the  marketer  to 
pay  up. 

Fraudulent  Traffic:  The  Wall  Street  Journal  reported  that  36% 
of  Internet  traffic  is  fake,  generated  by  phony  websites  that 
hijack  traffic  to  collect  ad  dollars  from  campaigns  bought  on 
computer  exchanges.  That’s  a  scary  number  to  marketers  who 
already  question  the  efficacy  of  digital  marketing. 

Advertising  Metrics:  The  new  wrinkle  (related  to  ad  view- 
ability)  is  selling  advertising  based  on  time  and  attention,  or 
“engaged  time.”  One  financial  magazine  is  promising  250  hours 
of  in-view  time  for  a  marketer’s  ad. 

Programmatic  Buying:  Money  continues  to  pour  into  com¬ 
puter  exchanges  that  match  marketers  and  audience  segments 
with  increasing  precision.  It’s  a  world  of  microseconds  and 
algorithms— humans  need  not  apply. 

Native  Advertising:  Once  the  “death  of  journalism,”  every 
important  journalistic  enterprise  is  now  in  the  mix  with  a  pro¬ 
fessed  differentiated  offering.  FORBES  led  the  way  in  2010,  and 
now  50  marketing  partners  publish  content  on  Forbes.com  or  in 
our  magazine. 

John  Wanamaker,  the  marketing  pioneer,  once  said:  “Half 
the  money  I  spend  on  advertising  is  wasted;  the  trouble  is  I 
don’t  know  which  half.”  The  print  business  prospered  under 
those  conditions  for  decades.  The  Internet  promised  detailed 
knowledge  about  which  half  worked.  For  the  longest  time  the 
Wanamaker  adage  played  out  much  the  same  way  on  the  Web, 
too.  Now  ad  technology  makes  it  impossible  to  hide  from  the 
effectiveness  of  a  digital  ad. 

FORBES  saw  all  this  coming  years  ago,  confronting  these 
and  other  disruptions  head-on  with  innovative  solutions.  We’re 
continuing  to  do  that,  knowing  our  transformation  means  better 
products  for  loyal  readers  and  a  stronger  business  for  us.  Q 
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FACT  &  COMMENT  —  STEVE  FORBES 


“With  all  thy  getting,  get  understanding” 


WHY  STOCKS  ARE 
WOBBLING 

BY  STEVE  FORBES,  EDITOR-IN-CHIEF 


HERE  ARE  FIVE  basic  reasons  why 
stocks  are  shaky. 

•  The  U.S.  Senate.  Despite  President 
Obama’s  abysmal  approval  ratings 
on  all  fronts,  Republican  capture  of 
the  Senate— if  some  polls  are  to  be 
believed— is  suddenly  in  doubt.  That 
South  Dakota,  once  a  surefire  GOP 
pickup,  is  in  play  is  the  latest  shock  to 
Republican  hopes.  A  GOP- dominated 
upper  house  would  severely  limit 
Obama’s  ability  to  do  more  harm, 
which  would  be  great  for  equities. 

•  Misbehavior  by  the  Fed.  Fed  hints  that  it  will  con¬ 
tinue  to  muck  up  credit  markets  (see  below)  is  a  set¬ 
back  to  job-creating  new  and  small  businesses. 

•  The  profit  picture  is  getting  blurry.  Reported  prof¬ 
its  are,  overall,  still  moving  up,  but  the  more  realistic 
measure  of  earnings— the  Bureau  of  Economic  Analysis’ 
national  income  and  product  accounts— is  less  cheery. 
NIPA  numbers  come  from  tax  returns;  thus,  there’s  no 
incentive  for  companies  to  inflate  their  bottom  lines. 

•  World  economies  are  a  mess.  Germany’s  economic 
growth  is  coming  to  a  stop,  and  the  rest  of  the  Euro¬ 
pean  continent  is  either  in  recession  or  barely  showing 
a  pulse.  Brazil  is  slumping,  as  is  Japan.  China’s  eco¬ 
nomic  growth  is  problematical.  India’s  new  reform 
government  has  been  overly  cautious,  so  far.  The  U.S. 
economy  is  still  stuck  in  a  2.5%  growth  rut. 

•  The  world  security  situation  is  worsening.  Our 
President— who,  in  comparison,  makes  Jimmy  Carter 
look  like  a  Ronald  Reagan— resolutely  sticks  to  his 
adolescent  far-left  worldview,  that  the  U.S.  is  a  global 
menace  and  must  therefore  take  an  isolationist  stance. 
The  bungling  of  the  Ebola  outbreak  only  underscores 
the  sense  that  things  are  drifting  dangerously. 

Not  all  is  gloom  and  doom,  however.  The  GOP,  in 
spite  of  itself,  will  do  well  next  month.  While  earnings 
aren’t  surging,  corporate  balance  sheets  are  in  excel¬ 
lent  shape.  Any  positive  change  in  business  taxes  next 
year— there’s  a  congressional  consensus  on  this— would 


unleash  a  torrent  of  new  investment. 
Following  the  elections  look  for  intense 
pressure  on  the  White  House— from 
both  parties— for  it  to  do  more  overseas, 
such  as  arming  beleaguered  Ukraine. 

At  any  rate,  trying  to  time  the  market 
is  a  fool’s  game.  Ride  the  storm.  After 
2016  the  U.S.  will  experience  a  Reagan- 
esque  revival.  Markets  will  go  up  before 
then  in  anticipation  of  a  better  era  ahead. 

More  Malpractice 
From  the  Fed 

The  Federal  Reserve  is  reportedly  upset  about  the  dol¬ 
lar’s  recent  strength,  fearing  this  will  foil  its  desire  to 
create  a  certain  amount  of  inflation  and  thereby  retard 
economic  growth.  In  the  Fed’s  mind  a  more  muscular 
greenback  will  also  hurt  exports,  which  will  be  another 
growth  dampener.  The  result,  the  central  bank  is  mut¬ 
tering,  may  be  the  postponement  of  previously  hinted- 
at  increases  in  interest  rates,  starting  in  mid-2015. 

The  Fed’s  new  fears  are  bad  news,  because  acting 
on  them  will  bring  about  that  which  Janet  Yellen  &  Co. 
is  purportedly  worrying  about:  a  weaker  economy.  It 
never  occurs  to  the  central  bank  that  its  actions  after 
the  2008-09  panic  have  been  the  biggest  barrier  to  a 
vigorous  economic  rebound. 

Credit  is  critical  for  commerce,  from  financing  inven¬ 
tories  and  purchases  to  expanding  existing  businesses 
and  starting  new  ones.  The  depth  and  breadth  of  U.S. 
capital  markets  has  been  a  huge  advantage  in  our  ability 
to  nurture  new  companies  and  provide  the  lubrication  for 
business’  everyday  needs.  The  Fed’s  unending  schemes 
for  “stimulating”  the  economy— from  Operation  Twist 
to  all  the  variations  on  quantitative  easing— have  had 
the  unintended  consequences  of  seriously  distorting 
and  hindering  the  functioning  of  our  credit  markets 
and,  hence,  our  economy’s  ability  to  expand. 

Interest  rates  are  the  cost  of  credit.  Suppress- 
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ing  these  prices  clogs  the  arteries 
of  commerce.  The  federal  govern¬ 
ment  has  had  easy  and  cheap  access 
to  money  (deficits  without  tears), 
as  have  most  large  companies.  For 
other  commercial  enterprises,  how¬ 
ever,  the  situation  has  been  a  lot 
more  difficult  and  uncertain.  For 
example,  the  size  of  credit  lines  is 
reduced,  the  conditions  under  which 
money  is  loaned  more  stringent  and 
personal  guarantees  far  more  fre¬ 
quently  demanded. 

Perversely,  bank  regulators  still 
cast  a  gimlet  eye  over  most  loans  to 
most  nonbig  businesses.  “Strengthen 
your  capital  position”  is  an  ongoing 
regulatory  admonishment  to  banks, 
which  has  the  effect  of  suppressing 
vibrant  lending. 

The  Federal  Reserve  has  sucked 
up  vast  amounts  of  cash  to  finance  its 
purchases  of  long-term  government 
bonds  and  mortgage-backed  securi¬ 
ties.  The  private  sector  has  been  hurt 
correspondingly. 

The  Fed  publicly  frets  over  the 
threat  of  deflation.  But  its  actions  are 
deflating  the  economy,  not  to  men¬ 
tion  commodity  markets.  Speculators 
long  in  gold  and  oil,  take  note. 

Our  central  bank’s  obese  balance 
sheet  has  blinded  observers  to  the 
contractionary  effects  of  the  Fed’s  ac¬ 
tions.  Yes,  bank  reserves  have  prolif¬ 
erated  faster  than  horny  rabbits.  But 
thanks  to  regulatory  restraints  and 
the  pressure  to  load  up  on  more  capi¬ 
tal,  as  well  as  the  addictive  nature  of 
receiving  interest  on  those  excess  re¬ 
serves,  a  corresponding  expansion  in 
lending  hasn’t  occurred.  The  growth 
in  the  M2  money-supply  number 
has  been  anemic,  a  stunning  contrast 
with  the  1970s,  when  a  bulge  in  re¬ 
serves  far  smaller  than  today’s  led  to 
an  explosion  in  the  cost  of  living.  In 
those  days  the  Fed  bought  only  short¬ 
term  Treasurys,  regulatory  barriers 
to  lending  were  comparatively  mild, 
and  there  was  no  across-the-board 
suppression  of  the  price  of  credit. 

The  Federal  Reserve  did  immense 


harm  in  the  1970s.  It’s  doing  so  again 
now,  albeit  in  a  far  different  manner. 

Astonishingly,  then  and  now,  criti¬ 
cism  of  the  Fed  is  mostly  muted.  This 
ever  more  powerful  and  disruptive 
entity  is  the  ultimate  Teflon-coated 
institution. 

The  Vims  of 

Bad  Money 

The  Wall  Street  Journal  recently  ran 
a  story  entitled  “Devaluation  Gains 
Currency,”  which  began  with  this  sen¬ 
tence:  “The  world’s  export  engines  are 
sputtering,  putting  new  pressure  on 
many  nations  to  weaken  their  curren¬ 
cies  to  jump-start  their  economies.” 

That  tactic  worked  so  well— not— 
in  the  early  1930s,  when  slumping 
nations  desperately  engaged  in 
wholesale  devaluations,  a  phenom¬ 
enon  dubbed  “beggar  thy  neighbor”  at 
the  time.  That  miserable  experience 
led  to  new  post-WWII  institutions 
that  were  created  to  prevent  such  a 
calamity  from  happening  again. 

We’re  not  about  to  experience 
anything  on  the  scale  of  the  Great 
Depression,  but  what  is  unfolding 
demonstrates  the  poverty  in  econom¬ 
ic  understanding  these  days. 

The  reason  for  disappointing 
sales,  whether  overseas  or  domestic, 
is  bad  government  policies:  excessive 
taxation,  job-killing  labor  regula¬ 
tions,  obscene  levels  of  government 
spending  (governments  don’t  create 
resources;  they  seize  them  from  the 
producers  of  products  and  services), 
an  expanding  scale  of  government/ 
corporate  cronyism,  a  never-ending 
blizzard  of  bewildering  rules  and 
edicts  and,  of  course,  misbegot¬ 
ten  monetary  policies.  If  countries 
focused  on  slashing  tax  rates  and 
stabilizing  their  currencies,  the 
pulse  of  commercial  activity  would 
quicken  overnight,  thereby  creating 
conditions— read:  pressure— for  other 
growth-creating  reforms. 

Adam  Smith  in  The  Wealth  of  Na¬ 


tions  demolished  the  mercantilist 
dogma  that  erecting  barriers  to  im¬ 
ports  and  subsidizing  exports  was  the 
way  to  wealth  creation.  Trade  is  not 
zero-sum;  both  parties  benefit  from 
a  transaction.  A  merchandise  trade 
deficit  is  not  the  equivalent  of  a  com¬ 
pany’s  losing  money;  it’s  an  account¬ 
ing  artifact  (with  brief  exceptions,  we 
have  had  a  merchandise  trade  deficit 
for  more  than  400  years,  ever  since 
Jamestown  was  settled  in  1607). 

For  the  Federal  Reserve  to  belly¬ 
ache  about  countries  weakening  their 
currencies  is  a  hoot,  considering  the 
U.S.  has  been  a  chronic  currency 
manipulator  since  it  blew  up  the 
gold-based  Bretton  Woods  system 
in  1971.  The  latest  bout  of  monetary 
policy  wrongdoing  was  created  in 
the  early  part  of  the  last  decade  by 
President  George  W.  Bush’s  Treasury 
Department,  with  the  connivance 
of  the  Fed.  It  was  decided  to  gradu¬ 
ally  weaken  the  greenback  in  order 
to  “combat”  our  trade  shortfall.  The 
result  has  been  catastrophic.  When 
a  crucial  currency  is  undermined, 
money  races  to  such  hard  assets  as 
commodities  and  houses.  Productive 
investment  withers.  The  price  of  oil, 
which  had  averaged  little  more  than 
$21  a  barrel  since  the  mid-1980s,  shot 
off  like  a  rocket.  That  surge  led  many 
to  believe  we  were  running  out  of 
the  stuff,  which  was  a  catalyst  (along 
with  the  unfounded  fear  the  Earth 
was  about  to  be  fried  by  the  sun)  for 
hundreds  of  billions  of  dollars  in  sub¬ 
sidies  for  “alternative  energies.” 

When  monetary  policy  strays 
from  maintaining  a  sound  currency 
and  dealing  decisively  with  the  oc¬ 
casional  financial  panic,  mischief 
always  results. 

The  sobering  danger  in  this  is  not 
the  lost  economic  growth  but  the  po¬ 
litical  consequences  that  arise  when 
democracies  appear  to  be  flounder¬ 
ing  and  the  days  of  progress  are 
perceived  to  be  largely  over.  These 
circumstances  are  a  breeding  ground 
for  tyrannies.  © 
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Enterprise  Entrepreneurship 

How  to  Unleash  Great  Ideas  in  a  Big  Company 

SARAH  SCHOTT 

VICE  PRESIDENT  AND  CHIEF  COMPLIANCE  OFFICER 
NORTHWESTERN  MUTUAL 


Sarah  Schott  believes  in  engaging  employees  by  encouraging  them  to  challenge 
the  status  quo  and  try  new  things. 


“When  big 
organizations 
empower 
individuals  to 
think  differently 
and  drive  change 
from  the  bottom 
up ,  we're  all 
entrepreneurs." 

-SARAH  SCHOTT 


If  someone  had  asked  me  10  years  ago  to 
define  an  entrepreneur,  I  probably  would 
have  described  a  person  alone  in  a  garage, 
inventing  the  next  thing  that  will  revolutionize 
the  world.  Or  a  business  owner  working  seven 
days  a  week  to  make  his  or  her  dream  a  real¬ 
ity.  Today,  I  have  a  broader  view. 

An  entrepreneur  is  defined  by  how  he  or 
she  thinks.  And  you  don’t  have  to  own  your 
own  business  to  think  like  one.  I  believe  orga¬ 
nizations  of  all  sizes  can  foster  a  culture  of 
entrepreneurship  if  they  are  willing  to  loosen 
the  chains  and  allow  the  people  who  work  for 
the  organization  to  challenge  the  way  things 
have  always  been  done.  Employees  who  are 
empowered  to  make  decisions  and  drive 
change  will  be  more  engaged  and  productive. 
That’s  the  kind  of  culture  we’re  working  to  cre¬ 
ate  at  Northwestern  Mutual. 

So  how  do  you  build  a  culture  of  entrepre¬ 
neurship?  Three  things: 

Support  from  the  top.  Any  plan  to  move 
toward  a  more  entrepreneurial  culture  will 
not  be  successful  without  executive  spon¬ 
sorship.  From  the  top  down,  the  messaging 
must  be  consistent  about  the  value  to  the 


marketplace,  to  clients  and  to  the  internal 
audiences  that  have  to  embrace  and  drive  the 
change.  When  there  is  a  clear  directive  from 
leadership,  the  people  on  the  front  lines  will 
be  more  likely  to  engage. 

A  tested  approach.  It’s  not  enough  to  call 
a  meeting  and  say,  “Let’s  think  differently.” 
There  are  widely  used  methods  of  continuous 
improvement,  such  as  Design  Thinking,  Lean 
Six  Sigma  and  Theory  of  Constraints,  that  can 
be  helpful  in  facilitating  change. 

A  culture  of  trust.  Organizations  have  to 
give  employees  the  freedom  to  experiment, 
take  risks  and  make  decisions.  And  for  people 
to  take  on  the  added  responsibility  of  acting 
like  owners,  they  need  to  know  that  they  have 
space  to  experiment,  and  that  their  bosses 
understand  some  experiments  will  fail.  Employ¬ 
ees  who  trust  that  experiments  will  be  seen  as 
learning  opportunities  will  be  more  likely  to  try 
new  things. 

Here’s  one  example  of  how  this  is  playing 
out  at  Northwestern  Mutual.  One  of  our  goals 
is  to  eliminate  unnecessary  work,  so  we’ve 
been  pulling  together  groups  of  employees  to 
take  a  critical  look  at  how  we  work.  In  one 
case,  we  were  able  to  remove  nearly  two-thirds 
of  the  steps  from  a  process.  In  another,  we 
cut  a  nine-step  process  to  one.  And  along  the 
way,  we  are  changing  how  people  feel  about 
their  role  in  the  company.  After  participating 
in  one  of  the  sessions,  one  of  our  employees 
took  it  upon  herself  to  independently  gather  a 
team  to  review  and  recommend  improvements 
for  six  other  processes.  She  knew  she  had  the 
power  to  make  an  impact,  and  she  acted  on 
it.  That’s  entrepreneurial  thinking,  and  when 
it  takes  hold,  everyone  wins.  Employees  feel 
like  valued  contributors,  and  our  business  is 
better  for  it. 

Don’t  limit  yourself  by  thinking  that  you  have 
to  own  a  business  or  dream  up  a  big  idea  to 
be  an  entrepreneur.  When  big  organizations 
empower  individuals  to  think  differently  and 
drive  change  from  the  bottom  up,  we’re  all 
entrepreneurs. 


Northwestern  Mutual  is  the  marketing  name  for 

The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee,  Wl. 


Northwestern  Mutual* 


KEEP  CLIMBING 

E  LTA 


^  A  Af 


Our  app  was  designed  to  be  as  efficient  as  possible.  No  muss,  no  fuss.  Just  the 
things  you  need,  when  you  need  them— from  checking  in  to  purchasing  an  upgrade 
to  eBoarding  passes.  Making  the  Fly  Delta  app  #1  in  the  industry.  No  wonder  more 
people  choose  Delta  than  any  other  airline. 


EVEN  OUR  APPS  ARE 

AERODYNAMIC. 


Based  on  App  Annie  Rankings  -  Airline,  July  2014. 
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By  the  Numbers:  Infectious  Disease  in  America  24 
121  Years  at  the  Waldorf-Astoria  26 
Charles  Schwab  Answers  Your  Questions  28 


This  Steve  McQueen 
open-faced  motorcycle 
helmet  retails  for  $425. 
McQueen  earned  $9 
million  last  year,  good 
enough  for  ninth  place 
on  our  annual  ranking 
of  the  top-earning 
dead  celebrities. 
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02554 

Nantucket 


You  and 
Tori 

Spelling? 


07620 
Alpine,  NJ 


94027 

Atherton,  CA 


LeaderBoard 


Yeah.  We  went 
to  high  school 
together. 


No,  the 
Snapchat 
bros  and 
me. 


s  a 

o  s 
a  z 


Robert  Redford 


Whatever 
Hunter  S. 
Thompson 


There’s  a  Hirst  in 
my  bathroom. 


Viagra. 


Those  are 
Nantucket 
reds. 


Yup,  I  still  hate 
Jee-tah. 


was  on. 


FLOWCHART 


Which  Zip  Code  Are  You? 


90210  grabs  the  glamour,  but  there’s  much  to  be  said  for  historic  10011  (Greenwich  Village) 
and  sky-high  81656  (Woody  Creek).  The  50  most  expensive  U.S.  neighborhoods  by  home  prices  are 
to  the  right.  Still  lost?  The  complete  ranking  of  all  500  appears  at 
forbes.com/zipcodes. 


Where  do  you 
see  yourself? 


I'm  not  a  businessman. 
I’m  a  business,  man. 


Nope.  Busy 
dodging  the 
paparazzi. 


Member  of  the 
technorati? 


We  just  IPO’ed! 


Too  twee- 
even  for  me. 


Yep.  I  walk 
to  class. 


Nope.  Just 
went  there. 


Nah 
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No 

thanks. 


They’re  a  voice 
of  authoritative 
reason. 


They’re 
what’s 
wrong  with 
politics. 


Ink’s  still 
drying. 


On  second  thought. 


>re  into  Warhols 
an  warrants. 


He’s  my 
landlord. 


Perhaps 

not. 


Gatsby  is  my 
middle  name. 


I’m  also  in  murders- 
mergers!— and 
acquisitions. _ 


SPELLING:  AMY  SUSSMAN/INVISION/AP;  JETER:  KATHY  WILLENS/AP:  THOMP¬ 
SON:  AP;  BALE:  K.  HAYES/UONS  GATE/ZUMA/NEWSCOM:  KOCH:  JASON 
DECROW/INVISION/AP;  WARHOL:  SANTI  VISALLI/GETTY  IMAGES;  SOX:  AP; 
REDFORD:  STEVEN  SENNE/AP;  TRUMP:  AP;  ATHERTON,  CA:  JUSTIN  SULLIVAN/ 
GETTY  IMAGES;  BEVERLY  HILLS:  ADINA  TOVY/GETTY  IMAGES;  84060:  MOLA/ 
INVISION/AP;;  NANTUCKET:  WILLIAM  BRITTEN/GETTY  IMAGES;  10075:  DANIEL 
CASE;  10013:  ANNA  BLANCO 


How  do  you 
feel  about  the 
Kochs? 


Old  money  or 
new? 


Above  14th 
Street? 


10022 

Midtown  East 


P^l 

11962 

Sagaponack,  NY 

*  1 

America's 
Most  Expensive 
Zip  Codes 


1 

94027 

ATHERTON  CA 

2 

11962 

SAGAPONACK  NY 

3 

10013 

NEW  YORK  NY 

4 

10065 

NEW  YORK  NY 

5 

10075 

NEW  YORK  NY 

6 

07620 

ALPINE  NJ 

7 

81656 

WOODY  CREEK  CO 

8 

10011 

NEW  YORK  NY 

9 

10014 

NEW  YORK  NY 

10 

10012 

NEW  YORK  NY 

11 

90210 

BEVERLY  HILLS  CA 

12 

90274 

ROLLING  HILLS  CA 

13 

11932 

BRIDGEHAMPTON  NY 

14 

93108 

MONTECITO  CA 

15 

81611 

ASPEN  CO 

16 

11976 

WATER  MILL  NY 

17 

94062 

WOODSIDE  CA 

18 

94010 

HILLSBOROUGH  CA 

19 

10024 

NEW  YORK  NY 

20 

92661 

NEWPORT  BEACH  CA 

21 

92657 

NEWPORT  COAST  CA 

22 

33156 

CORAL  GABLES  FL 

23 

10028 

NEW  YORK  NY 

24 

94301 

PALO  ALTO  CA 

25 

10021 

NEW  YORK  NY 

26 

90265 

MALIBU  CA 

27 

92067 

RANCHO  SANTA  FE  CA 

28 

98039 

MEDINA  WA 

29 

90077 

LOS  ANGELES  CA 

30 

10128 

NEW  YORK  NY 

31 

89413 

GLENBROOK  NV 

32 

94028 

PORTOLA  VALLEY  CA 

33 

90402 

SANTA  MONICA  CA 

34 

33109 

MIAMI  BEACH  FL 

35 

10002 

NEW  YORK  NY 

36 

94920 

BELVEDERE  CA 

37 

94957 

ROSS  CA 

38 

91302 

HIDDEN  HILLS  CA 

39 

10003 

NEW  YORK  NY 

40 

02108 

BOSTON  MA 

41 

92662 

NEWPORT  BEACH  CA 

42 

95030 

MONTE SERENO  CA 

43 

11975 

WAINSCOTT  NY 

44 

90272 

PACIFIC  PALISADES  CA 

45 

94022 

LOS  ALTOS  CA 

46 

94920 

TIBURON  CA 

47 

94123 

SAN  FRANCISCO  CA 

48 

91108 

SAN  MARINO  CA 

49 

11568 

OLD  WESTBURY  NY 

50 

95030 

LOS  GATOS  CA 
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NICHOLAS  WOODMAN 

+$710  MILLION 

NET  WORTH:  $4.6  BILLION 
GoPro  founder  donates  $530  million  to  a  Silicon  Valley 
foundation;  still  $3.3  billion  richer  than  before  GoPro  IPO. 


NEW  BILLIONAIRES 


Something  to  Talk  About 

“Brian”  Kim  Bum-Soo  chats  his  way 
into  the  ranks  of  the  world’s  richest. 

ON  KAKAOTALK,  South  Korea’s  largest  mobile  messaging  service, 
users  spend  hours  crushing  candy,  sharing  photos  and  sending  emoti¬ 
cons  and  digital  stickers.  Kakao  Corp.  cofounder  “Brian”  Kim  Bum-Soo 
launched  the  service  in  2010,  and  his  mobile  universe  is  now  inhabited 
by  nearly  three-fourths  of  the  country’s  50  million  people. 

Kakao  merged  with  South  Korea’s  second-largest  Web  portal,  Daum, 
in  October,  on  its  way  to  a  reverse  listing  on  the  South  Korean  Stock 
Exchange.  Kim  owns  40%  of  the  combined  company,  giving  him  an 
estimated  net  worth  of  $2.9  billion.  (In  April,  a  month  before  the  deal 
was  announced,  FORBES  pegged  his  wealth  at  just  $960  million.) 

Kim,  48,  was  born  in  Damyang,  in  the  country’s  south,  and  grew 
up  sharing  one  bedroom  with  his  family  of  eight.  He  attended  Seoul 
National  University— Korea’s  Harvard— paying  his  own  way  by  work¬ 
ing  as  a  tutor.  He  sometimes  skipped  meals  to  save  money.  After  col¬ 
lege  he  worked  at  Samsung  then  started  an  online-gaming  company  in 
1998,  which  eventually  became  part  of  NHN,  once  South  Korea’s  larg¬ 
est  Web  portal.  KakaoTalk  was  initially  envisioned  as  a  messaging  app 
to  replace  clunky  SMS  texting.  It’s  now  a  mobile  superpower  offering 
shopping,  payment,  chat  and  games. 


KAKAO 


TALK 


ALL  FIGURES  AT  THE  TOP  OF  THIS  AND  SUBSEQUENT  PAGES  REPRESENT  CHANGES  IN  WEALTH  BETWEEN 
SEPT.  12  AND  OCT.  7.  SOURCES:  INTERACTIVE  DATA  VIA  FACTSET  RESEARCH  SYSTEMS;  FORBES. 


INTELLECTUAL  PROPERTY 

What's  in  a  Name? 

For  these  biotech  companies, 
an  awful  lot  of  similarities. 

MAPP  BIOPHARMACEUTICAL  made 
news  for  all  the  right  reasons  in  August 
when  its  experimental  Ebola  drug, 
ZMapp,  helped  save  the  lives  of  two 
American  missionaries  infected  in 
Liberia.  But  Map  Pharmaceuticals,  an 
unrelated  maker  of  headache  meds,  must 
have  fielded  quite  a  few  misplaced  press 
inquiries.  Those  two  aren’t  alone:  The 
following  pairs  of  biotech  firms  display 
a  certain  ...well,  lack  of  imagination— at 
least  when  it  comes  to  the  sign  out  front. 

r—  MAPP  BIOPHARMACEUTICAL 
MAP  PHARMACEUTICALS  — 

In  addition  to  ZMapp,  Mapp  develops  a  range  of 
antibodies  to  fight  infectious  diseases  worldwide. 

Maker  of  migraine  meds,  bought  last  year  by 
Allergan  for  a  heady  $958  million. 

- SANTARIS 

SANTARUS  - 

Danish  specialist  in  RNA  therapeutics  being 
acquired  by  Roche  for  up  to  $450  million. 

San  Diego  specialist  in  gastrointestinal 
and  diabetes  drugs  acquired  by 
Salix  for  $2.6  billion  in  January. 

-  INVITAE 

VITAE  PHARMACEUTICALS - 

Bay  Area  developer  of  inexpensive  genetic  tests. 

Philadelphia-area  developer  of  medications  to 
treat  diabetes  and  other  ailments. 

- ROSETTA  INPHARMICS 

ROSETTA  GENOMICS  - 

Genomics  outfit  bought  by  Merck 
for  $620  million  in  2001. 

Genomics  outfit  developing  microRNA-based 
“personalized  medicine”  diagnostic  tests. 

-  MERCK 

MERCK  KGAA - 

$44  billion  (2013  sales)  U.S.  drug  titan  founded 
with  assets  confiscated  from  German  company 
of  the  same  name  during  World  War  I. 

$14  billion  German  drug  titan  whose  American 
subsidiary  was  confiscated  by  the  U.S.  during 
World  War  I  and  ...  well,  you  know. 
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DAVID  PAUL  MORRIS/BLOOMBERG 


RADIOMIR  1940 
3  DAYS  AUTOMATIC 
ORO  ROSSO  (REF-  573) 


PANERAI 


Laboratorio  di  Idee 


Exclusively  at  Panerai  boutiques  and  select  authorized  watch  specialists 


DOWNLOAD  THE  LAYAR  ARP  TO  DISCOVER  NEW  CONTENTS 


Leader  Board 


JACK  MA 

+$8.8  BILLION 

NET  WORTH:  $19.8  BILLION 
Alibaba  founder  becomes  China’s  richest  man  after 
his  e-commerce  giant’s  $25  billion  IPO. 


9.  BETTIE  PAGE  (TIE) 

$9  MILLION 

Page’s  severe  bangs,  pitch- 
black  hair  and  ability  to  fill 
skimpy  outfits  made  her  the 
echt  1950s  pinup  girl.  Six  years 
after  her  death  at  age  85  her 
classic  look  is  selling  strong. 

A  legal  dispute  that  closed 
a  majority  of  stores  devoted 
exclusively  to  selling  Bettie 
Page-brand  clothing  dinged 
her  earnings  a  bit  this  year, 
but  retailers  such  as  ModCloth 
and  Unique  Vintage  still  offer 
her  dresses,  lingerie  and 
accessories.  A  Las  Vegas  show, 
set  to  debut  next  year,  will 
feature  a  hologram  Page  doing 
a  striptease. 


DEAD  CELEBRITIES 

Killing  It 

THESE  13  STARS  have  long  since  assumed 
room  temperature— but  that  inconvenient 
fact  hasn’t  put  a  dent  in  their  ability  to  keep 
the  registers  ringing.  Whether  they’re  shilling 
clothing,  perfume  or  videogames,  the  dead 
celebs  below  are  definitely  not  resting  in  peace. 


1.  MICHAEL  JACKSON  $140  MILLION 

Don’t  stop  till  you  get  enough:  His  income  dropped 
$20  million  from  a  year  earlier,  but  Jacko  remains,  far 
and  away,  the  undead  king. 

2.  ELVIS  PRESLEY  $55  MILLION 

Authentic  Brands  Group  bought  his  intellectual 
rights  for  a  reported  $125  million  in  2013,  putting  him 
under  the  same  management  roof  as  Marilyn  Monroe. 

3.  CHARLES  SCHULZ  $40  MILLION 

Good  grief!  Fox  is  hoping  to  make  Peanuts  hip  again  with  a 
new  feature  film  scheduled  to  hit  theaters  in  November  2015. 


4.  ELIZABETH  TAYLOR  $25  MILLION 

The  last  lioness  of  Old  Hollywood  glamour,  Taylor  rakes  it  in 
from  her  perfumes  and  film  library. 

5.  BOB  MARLEY  $20  MILLION 

The  reggae  legend’s  mellow  mug  now  smiles  out  from 
satchels,  apparel,  even  a  line  of  fruit-flavored  drinks. 

6.  MARILYN  MONROE  $17  MILLION 

This  year  Norma  Jeane  added  lingerie  to  her  successful 
clothing  line,  available  at  department  stores  such  as  Macy’s. 

7.  JOHN  LENNON  $12  MILLION 

Tops  fellow  late  Beatle  George  Harrison  in  annual  earnings 
thanks  to  his  more  lucrative  catalog  of  solo  work. 

8.  ALBERT  EINSTEIN  $11.5  MILLION 

The  latest  product  from  the  genius’  estate:  a  line  of  branded 
tablets  designed  for  students  to  use  in  the  science  lab. 

9.  THEODOR  GEISEL  (TIE)  $9  MILLION 

Will  you  buy  them  for  your  kids?/You  will,  or  you  already  did!/ 
Seuss  might  have  died  in  ’91  /  But  still  he  sells  books  by  the  ton. 

9.  BRUCE  LEE  (TIE)  $9  MILLION 

Fans  of  the  original  martial-arts  master  can  now  inhabit  him: 
He’s  one  of  the  fighters  in  the  newest  version  of  EA  Sports’ 
Ultimate  Fighting  Championship  game. 

9.  STEVE  MCQUEEN  (TIE)  $9  MILLION 

A  new  line  of  pricey  clothing  via  a  partnership  with  Porsche 
means  the  actor  still  embodies  cool  34  years  after  his  death. 

13.  JAMES  DEAN  $7  MILLION 

An  increasingly  popular  figure  in  Europe,  the  brooding  rebel 
still  sells  big  for  Dolce  &  Gabbana. 

Estimated  pretax  earnings,  Oct.  2013-Oct.  2014. 


ASK  50  BILLIONAIRES 


How 
Hard 
Do  You 
Work? 


HARDER  ABOUT  LESS 

THAN  AS  HARD 

MOST  HARD  THAN 

PEOPLE  AS  MOST  MOST 
PEOPLE  PEOPLE 

76%  8%  16% 


IN  MEMORIAM 

Heinz-Horst  Deichmann, 
1926-2014 

A  GERMAN  SHOE-RETAILING 

magnate  whose  company’s  3,500 
stores  include  the  Off  Broadway  and 
Rack  Room  Shoes  chains  in  the  U.S., 
Heinz-Horst  Deichmann  died  Oct.  2 
at  age  88. 

The  son  of  cobblers,  Deichmann 
joined  his  family’s  footwear  business 
full-time  in  1956;  last  year  it  gener¬ 
ated  sales  of  an  estimated  $6  billion, 
selling  167  million  pairs  of  shoes.  His 
son,  Heinrich,  has  run  the  company 
since  1999. 

In  March  Deichmann  had  a  net 
worth  of  $4.9  billion,  which  made 
him  the  295th-wealthiest  person  on 
the  planet. 
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DEAD  CELEBRITIES  BY  DOROTHY  POMERANTZ;  IN  MEMORIAM  BY  CHASE  PETERSON-WITHORN 

GFTTY  IMAGES:  MICHAEL  SOHN  /  AP:  TOP:  BRENT  LEWIN/BLOOMBERG 


©  2014  Unitea,Airlines,  ln<\  All  rights  reserved,  inclu 
destinations  s&tved  by  United  Express®. 


00  daily  flights  to  the  most  destinations 

fly  the  friendly  skies 


united.com/flyerfriendly 


Leader  Board 


PHIL  KNIGHT 

+$1.1  BILLION 

NET  WORTH:  $211  BILLION 
The  Swoosh  can’t  lose:  Profits  at  Nike  jump  23%, 
and  sales  increase  in  every  region  of  the  world. 


BYTHE  NUMBERS 


The  Sum  of  Our  Fears 


EBOLA  IS  grabbing  all  the  headlines,  but  through¬ 
out  American  history  plenty  of  other  diseases  have 
been  just  as  alarming.  For  more  than  125  years  U.S 
public  health  officials  have  reported  on  a  weekly 
basis  any  cases  of  serious  infectious  disease, 
creating  a  rich  data  diary  of  medical  worry 
going  back  to  1888. 

The  chart  at  right  shows  the  years 
medical  professionals  were  legally 
required  to  report  incidents  of 
58  different  diseases— and,  in- 
triguingly,  when  the  mandate 
stopped.  Of  particular  note: 

AIDS,  a  terrifying  plague  just 
a  generation  ago,  no  longer 
needs  to  be  reported. 

Today’s  two  most  ^ 
worrisome  killers, 

Ebola  and  en¬ 
terovirus  D68,  O ?y-p 
which  infects 
young  children,  are 
too  new  to  be  reflected 
in  the  data. 
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“I  invested  half  of  my  profits 
on  an  employee  who’s  two  times 
smarter  than  I  am.” 


Hiscox  Business  Insurance. 

The  courage  to  do  more  and  be  more. 

Learn  more  at  encouragecourage.com 


HISCOX 


Leader  Board 


DU  PONT  FAMILY 

+$420  MILLION 

NET  WORTH:  $15.2  BILLION 
Activist  Nelson  Peltz  argues  DuPont  should 
break  itself  up,  boosting  shares  of  3,500  heirs 
to  U.S.’  oldest  fortune. 


REAL  ESTATE 


The  Waldorf-Astoria 

New  York  City’s  home  away  from  home  for  presidents,  royals  and 
rockers  was  just  sold  to  a  Chinese  insurance  conglomerate  for 
nearly  $2  billion.  The  hotel’s  first  121  years  constitute  a  guest  book 
of  the  American  century. 


1893 

William  Waldorf  Astor  tears  down 
family  brownstone  at  Fifth  Avenue 
and  33rd  Street  to  build  13-story 
Waldorf  Hotel.  Four  years  later  his 
cousin  John  Jacob  Astor  IV  erects 
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DEC.  11,  2013 

Hilton  Worldwide  Holdings 
goes  public  at  $20  a  share, 
generating  an  $8.5  billion 
profit  for  Blackstone. 


2007 

Blackstone  buys  Hilton 
Hotels  for  $26  billion, 
including  $7.5  billion  debt. 


1996 

The  Rock  &  Roll  Hall 
of  Fame  inducts 
seven  legendary 
artists— David  Bowie, 
Gladys  Knight  & 
the  Pips,  Jefferson 
Airplane,  Little 
Willie  John,  Pink 
Floyd,  the  Shirelles 
and  the  Velvet 
Underground— in  the 
Waldorf’s  ballroom. 


OCTOBER  1957 

Hotel  creates  The 
Royal  Suite  for  Queen 
Elizabeth  II  and  Prince 
Philip  after  royals  are 
booted  from  planned 
stay  in  Presidential 
Suite  due  to  lingering 
Saudi  prince.  Today  the 
$10,000-a-night  suite 
has  master-bedroom 
pillows  that  look  like 
the  Duchess  of 
Windsor's  pugs. 

OCT.  12, 1949 

Conrad  Hilton  buys  a 
68%  stake  for  $3  million, 
fulfilling  a  lifelong 
aspiration.  From  then  on 
he  would  date  events  as 
"before  the  Waldorf” 
or  “after  the  Waldorf." 


OCT.  6, 2014 

Beijing’s  Anbang  Insurance,  which  is  run  by 
Deng  Xiaoping’s  (himself  a  hotel  guest  in  1974) 
grandson-in-law,  buys  the  Waldorf.  Hilton  signs  a 
contract  to  manage  the  property  for  the  next 
100  years. 


17-story  Astoria  Hotel  next  door. 
The  joint  Waldorf-Astoria— known 
as  "the  Hyphen”— becomes  the 
favorite  of  New  York’s  elite. 


OCT.  1, 1931 

New  47-story  Waldorf- 
Astoria  opens  on 
Park  Avenue— at 
the  time  the  largest, 
tallest  hotel  in  the 
world.  Herbert  Hoover 
becomes  the  first 
presidential  guest  (he 
would  reside  there 
from  1932  until  his 
death  in  1964).  Every 
subsequent  American 
leader  has  stayed 
at  the  Waldorf:  The 
Presidential  Suite 
features  JFK's  favorite 
rocking  chair  and 
Jimmy  Carter’s  eagle 
desk  set. 


1934 

In  “You’re  the 
Top”  Cole  Porter 
sings  about  the 
Waldorf  Salad, 
which  was 
created  by  maitre 
d'hotel  Oscar 
Tschirky. 


OCTOBER  1945 

Week-End  at  the 
Waldorf,  starring 
Ginger  Rogers, 
premieres.  Filmed 
at  the  hotel,  it’s  said 
to  be  the  first  major 
U.S.  film  shot  outside 
Hollywood. 


1938 


General  John  J.  Pershing  is  the  first  to  use  Track  61,  the 
Waldorf’s  secret  underground  train  station.  The  private 
elevator  to  the  track  is  later  used  to  transport  FDR’s 
armor-plated  Pierce-Arrow  during  WWII. 


1928 

Bethlehem  Engineering 
spends  $20  million 
($280  million  in  2014 
dollars)  to  buy  the 
hotel,  then  tears  it 
down  to  make  way 
for  the  Empire  State 
Building.  Former 
Waldorf-Astoria 
president  pushes  plan 
to  build  new  one  and 
raises  $28  million  ($390 
million  today)  from  area 
financiers  and  railroads. 


BY  ERIN  CARLYLE 

CONRAD  HILTON:  HULTON  ARCHIVE/GETTY  IMAGES;  COLE  PORTER:  AP;  QUEEN  ELIZABETH  &  PRINCE:  AP 


WELLS 

FARGO 


“ When  it  comes  to  the  commercial 
real  estate  industry,  leadership 
and  commitment 


DOUGLAS  EMMETT 
douglasemmett.com 

CUSTOMER  SINCE  2005 

Wells  Fargo  services  provided: 

Balance  sheet  term  lending 
Debt  placement  advisor 
Lines  of  credit 

Interest  rate  risk  management2 
Treasury  management2 


Douglas  Emmett  is  a  focused  long-term  holder  of  Class  A  office  and 
luxury  apartment  communities.  Because  Wells  Fargo  offers  focused 
expertise  across  the  entire  spectrum  of  commercial  real  estate 
services,  along  with  an  unwavering  commitment  to  the  industry, 
we’ve  been  able  to  help  Douglas  Emmett  succeed  through  all 
economic  cycles.  To  find  out  how  we  can  help  support  your  business 
now  and  over  time,  start  a  conversation  with  the  largest  and  most 
experienced  commercial  real  estate  lender  in  the  industry  by  visiting 
us  at  national.wellsfargobank.com/F08. 


mean  everything ” 


'Eastdil  Secured  is  the  trade  name  for  the  real  estate  investment  banking  services  of  Weils  Fargo  &  Company  and  its  subsidiaries. 
>  Derivative  products  are  offered  by  Wells  Fargo  Bank,  N.A.  and  are  not  bank  deposits  or  FDIC  insured. 

’Member  FDIC. 

©  2014  Wells  Fargo  Bank,  N  A  All  rights  reserved.  WCS-1216051 


Together  we’ll  go  far 


Leader  Board 


LEN  BLAVATNIK  I 

NET  WORTH:  $20.7  BILLION  I  f 

His  bet  on  LyondellBasell  is  one  of  Wall  I 
Street's  greatest  deals,  but  its  CEO  is 
retiring,  sending  shares  down  12%.  | 


Charles  R.  Schwab 


THE  77-YEAR- OLD  brokerage  titan  recently 
took  time  to  offer  some  investing  advice  to 
our  followers  on  social  media,  particularly 
those  with  a  long  time  horizon  and  the  desire 
to  start  putting  their  money  to  work. 


TWITTER  /  ANDREEA  (fi)DREEA_55 

WHAT  BOOKS  DO  YOU  RECOMMEND 

PEOPLE  WHO  WANT  TO  GET  INTO  INVESTING?  ■' 

There  was  a  guy  by  the  name  of  Charles  Schwab, 
actually-Charles  M.  Schwab.  I  read  a  lot  about  him 
and  always  hoped  I  was  related,  but  I  wasn’t.  He 
worked  for  J.P.  Morgan  and  then  started  Bethlehem 
Steel.  I  tried  to  read  all  the  biographies  of  the 
famous  men  of  the  last  100  years  or  so;  that  gave 
me  inspiration.  One  book  that  shows  the  craziness 
of  the  human  mind  is  a  classic:  Extraordinary 
Popular  Delusions  and  the  Madness  of  Crowds  [by 
Charles  Mackay],  and  that  was  written  in  the  1840s. 


TWITTER  /  JAMES  HOARE  iSHOAREBURG 

WHAT’S  THE  BEST  WAY  TO  START,  INVESTING 
WHEN  YOU  HAVE  ONLY  POCKET  LINT  AND  A 
HALF-STICK  OF  GUM? 

Just  get  started.  That’s  the  most  difficult  thing:  to 
pull  the  trigger  to  put  the  first  hundred  or  thousand 
bucks  in.  Try  to  be  disciplined;  give  up  a  latte  once 
a  week  or  something.  Put  that  money  aside,  and  by 
the  end  of  the  month  you’ll  have  an  extra  25  bucks 
to  put  in  the  till. 

Janet  Yellen  wants  to  have  inflation  of  at  least 
2%.  Well,  even  at  2%,  every  ten  years  you  lose  20% 
of  the  value  of  your  money.  How  do  you  prevent 
that?  Invest  your  money  in  equities  to  stay  ahead 
of  inflation,  and  hopefully  above  that  you’ll  get 
5,  6,  7%  growth. 


TWITTER  /  FERNANDO  MIRANDA 
@HABANERODECUBA 

IF  YOU  HAD  TO  PUT  MONEY  IN  PLAY  RIGHT 
NOW  FOR  THE  NEXT  DECADE,  WHERE  WOULD 
YOU  PUT  IT? 

I’d  buy  something  like  the  Schwab  1000  [a  large- 
company  index  fund]  or  the  S&P  500.  Broad- 
based  indices.  I’d  buy  two-one  more  global,  one 
domestic,  probably  50/50. 1  think  the  U.S.  is  going 
to  grow  reasonably  well  over  the  next  40  years, 
and  some  parts  of  the  rest  of  the  world  will  grow 
enormously,  so  you  want  to  participate  there,  too. 


30  UNDER  30 

Support  Staff 

Entrepreneurial  enablers 
from  the  Forbes  30  Under 
30,  in  30  words  or  less. 


The  veteran  of 
80amps,  which 
provides  busi¬ 
ness  services  to 
entrepreneurs  in 
exchange  for  equity, 
recently  emerged 
as  CMO  of  Knox, 
a  stealthy  fintech 
startup. 


Charles  Merritt 

KNOX  PAYMENTS  |  29 


John  Locke 

ACCEL  PARTNERS  I  30 

The  new  partner 
at  the  powerhouse 
VC  firm  focuses 
on  online  market¬ 
places  and  mobile 
commerce,  leading 
investments  in  event 
ticket  site  SeatGeek 
and  stock  photo 
startup  pond5. 


Sahil  Lavingia 

GUMROAD | 22 

Gumroad  simplifies  the  process  of  selling 
digital  products  online.  A  new  partnership 
with  Twitter  that  launched  in  September 
enables  the  purchase  of  a  download  directly 
from  a  tweet. 
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SCHWAB  BY  STEVE  SCHAEFER;  30  UNDER  30  BY  KATHRYN  DILL 

CHARLES  SCHWAB:  SARAH  A.  FRIEDMAN  /  CONTOUR  /  GETTY  IMAGES;  TOP:  RICK  MAIMAN/BLOOMBERG 


Convert  Big  Data  Into  Data-Driven  Insights 


w  /a*: 


When  the  world  gets  smaller,  the  data  gets  bigger. 


When  you’re  able  to  collect,  unify 
and  analyze  all  of  the  data  that 
surrounds  your  business,  you  can 
uncover  the  insights  that  matter 
most.  It  could  be  an  insight  that 
changes  the  way  one  customer 
sees  your  company  or  how  your 


company  sees  the  world.  Learn 
how  big  data  analytics,  marketing 
applications  and  services  can  help 
you  know  more  so  you  can  do  more. 

Teradata.com/DataDriven 


What  would  you  do  if  you  knew? 


What  would  you  do  if  you  knew?  is  a  trademark, 


,  and  Teradata  and  the  Teradata  logo  are  registered  trademarks  of  Teradata  Corporation  and/or  its  affiliate 


Leader  Board 


LARRY  ELLISON 

-$2.1  BILLION 

NET  WORTH:  $48.8  BILLION 
Oracle’s  largest  shareholder  loses  billions  after  abruptly 
stepping  down  as  CEO  of  the  company  he  founded  in  1977. 


CONVERSATION 


SPECIAL  EDITION 


STEVE  BALLMER 
ON  THE  REBOUND 
VICTORIA'S 
OTHER  SECRET 
WHO  POISONED 
"*t  '.‘AWN 
FORIUNE? 

THE  21S1CENTURV 
POWER  BROKER 


JERRY  YANG 
AND  THE  UNTOLD 
STORY  BEHIND  THE 
ALIBABA  JACKPOT 


ANOTHER  RECORD  YE 

27  NEWCOMERS  AND  11] 


THE  DEFiNSl  IVE  RANKING  OF  THE  RICHEST  PEOPLE  IN  AMERICA 


REVENGE  Or 
THE  NERD 


PARMY  OLSON’S  Oct.  20  story  about  Yahoo 
cofounder  Jerry  Yang’s  prescient  investment  in  Chi¬ 
nese  Web  giant  Alibaba  and  emergence  as  a  power 
broker  between  the  tech-startup  scenes  in  Asia  and 
Silicon  Valley  drew  plenty  of  chatter.  ‘Yahoo’s  part 
ownership  of  Alibaba  is  a  big  part  of  what  has  kept 
[it]  afloat,”  wrote  SiliconBeat’s  Levi  Sumagaysay. 
“Those  interested  in  tech’s  backroom  dealings  will 
find  the  FORBES  piece  fascinating.”  Praise  for  Yang’s 
perspicacity  abounded.  Tweeted  @savkhetan:  “He 
might  not  have  taken  Yahoo  as  high  as  Google,  but 
Jerry  Yang  has  amazing  vision  and  made  some  great 
bets.”  On  the  topic  of  amazing  vision:  Rankings  of  the 
rich  have  proliferated  of  late,  but  as  the  Wall  Street 
Journal  noted,  FORBES  remains  “the  granddaddy  of 
this  cottage  industry.”  Granddaddy?  Well,  sure— but 
every  bit  as  spry  as  the  45-year-old  Yang,  thank  you. 


THE  INTEREST  GRAPH 

Technology,  cockroaches  and  lingerie:  The  three  most-viewed  stories  online  from  The  Forbes  400  issue 
covered  a  lot  of  ground. 
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"Linking  everything 
is  Ballmer’s  long- 
simmering  need  to 
establish  himself  as 
his  own  man  after 
living  in  the  shadow 
L  of  Bill  Gates.’’  a 


Leslie  Wexner 
reimagined  lingerie 
as  a  wholesome 
business  that  could 
thrive  next  to  the  food 
court  rather  than  the 
peep  show.’’ 


RICH  LIST  REPARTEE 

Excerpts  from  our  #Forbes400 
Twitter  chat. 


@BROGANLIAM 

2  of  the  top  3  #Forbes400 
are  college  dropouts! 


(ffiFORBES  One  inter¬ 
esting  fact:  112  of  the 
#Forbes400  went  to 
Ivy  League  schools,  in¬ 
cluding  those  2  dropouts, 
Bill  Gates  and  Larry  Elli¬ 
son.  Other  famous  drop¬ 
outs:  Mark  Zuckerberg, 
Dustin  Moskovitz. 


...  J  /,«.  r  ,  •  ..  ;  •_ ;  •*  Tff 


@GINOQUE 

Billionaires  Charles 
Munger,  Sheryl  Sandberg, 
Tory  Burch  and  Sara 
Blakely  failed  to  make  the 
cut?  The  bar  is  that  high! 


@FORBES  113  U.S.  bil¬ 
lionaires  didn’t  make  the 
cut.  Entry  was  $1.55  bil¬ 
lion,  the  highest  it’s  been 
since  we  started  tracking 
American  wealth  in  1982. 
Other  notables  missing 
from  the  #Forbes400: 
Steve  Case  of  AOL  fame, 
Red  Sox  owner  John 
Henry  and  the  Airbnb 
and  Snapchat  founders. 


@ANONYMOOOOOOOO 

Are  there  any  billionaires 
who  don’t  want  to  be 
on  the  list? 


@FORBES  Of  course. 
There  are  some  who  not 
only  don’t  want  to  be  on  it 
but  threaten  legal  action 
if  we  put  them  on  it.  They 
don’t  actually  sue  in  the 
end,  but  they  make  noise 
in  hopes  we  might  not  put 
them  on.  The  only  way  to 
opt  out,  though,  is  to  prove 
you  don’t  have  the  net 
worth  we  estimate. 
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s-Benz  Museum 


Businesses  of  all  kinds  can  lower  costs  and  improve  productivity  with  the  2015  Mercedes-Benz 
Sprinter.  The  Sprinter’s  standard  turbo  diesel  engine  delivers  up  to  18%'  greater  fuel  efficiency 
while  newly  extended  20,000-mile  service  intervals2  can  help  lower  your  total  cost  of  ownership. 
And,  to  protect  your  business,  new  standard  Crosswind  Assist3  can  keep  your  vehicle  on  course 
in  strong  winds.  Accelerate  your  business  with  the  commercial  vehicle  Edmunds  calls,  “The  best 
full-size  van  for  cargo  and  passenger  purposes.”  To  learn  more,  visit  mbsprinterusa.com. 


©  2014  Mercedes-Benz  USA,  LLC 

‘Excludes  all  options,  taxes,  title,  registration,  transportation  charge  and  dealer  prep  fee. 
Options  shown.  Not  all  options  are  available  in  the  U.S.  1 .  Fuel  savings  estimate  of  up  to  1 8% 
according  to  FTP75  testing  of  engine  OM651  (4-Cylinder)  versus  MY13  0M642  (V6).  Individual 
mileage  will  vary,  based  on  factors  including  vehicle  load,  driving  style,  road  conditions  and 
fuel  quality.  2.  Driver  is  responsible  for  monitoring  fluid  levels  and  tire  pressure  between 
service  visits.  3.  Crosswind  Assist  engages  automatically  when  sensing  dangerous  wind  gusts 
at  highway  speeds  exceeding  50  mph.Performance  is  limited  by  wind  severity  and  available 
traction,  which  snow,  ice  and  other  conditions  can  affect. 


THOUGHT  LEADERS 


RICH  KARLGAARD  //  INNOVATION  RULES 


ARE  YOU  MANEUVERABLE? 


I  ONCE  ASKED  the  great  football 
coach  Bill  Walsh  why  he  drafted  Jerry 
Rice,  a  little-known  wide  receiver 
out  of  tiny  Mississippi  Valley  State. 

Rice  went  on  to  become  the  NFL’s 
alltime-best  wide  receiver.  The  NFL 
also  ranked  him  the  best  player  in  any 
position.  But  in  1985  Walsh  was  alone 
among  scouts  and  coaches  in  perceiv¬ 
ing  Rice’s  potential  as  a  future  Hall  of 
Famer. 

“Rice  was  considered  to  be  too 
slow  for  NFL  greatness,”  explained  Walsh.  “His  time  in  the  40-yard 
dash  was  only  4.6.  Most  great  NFL  receivers  run  4.4  or  faster.  But 
when  you  studied  the  film  from  Rice’s  college  games,  you  saw  two 
things  different  about  Rice.  One:  He  could  turn  on  a  dime.  He  could 
run  sideways  faster  than  anyone  I’d  seen.  His  maneuverability  left 
defenders  wondering  what  happened.  Two:  Rice  always  finished  his 
pass  route  within  one  foot  of  where  he  needed  to  be,  like  he  had  a 
GPS  in  his  head.  Quarterbacks  Joe  Montana  and  Steve  Young  could 
count  on  him.” 

Rice’s  abilities  give  us  a  clue  to  success  in  today’s  economy.  Scale, 
reach  and  speed  are  fundamental.  But  you  also  need  maneuverability, 
even  though  you  know  exactly  where  you  want  to  go. 

SMALL  TEAMS  ARE  THE  KEY 

Mass  scale— and,  with  it,  global  reach— is  a  huge  advantage,  one  that’s 
increasingly  available  to  anyone.  One  of  the  digital  revolution’s  by¬ 
products  is  that  it  creates  excess  capacity— and  not  just  in  all  things 
digital.  For  example,  what  has  caused  the  totally  unexpected  oil  boom? 
Wasn’t  the  world  supposed  to  be  entering  a  period  of  “peak  oil,”  to  be 
followed  by  oil  shortages?  The  answer  is  found  in  technology.  Ex¬ 
tremely  precise  horizontal  drilling  far  beneath  the  Earth’s  surface  has 
made  it  possible  to  tap  new  oil  sources  trapped  in  shale.  This  level  of 
precision  is  made  possible  by  advanced  electronics,  which  was  made 
possible  by  Moore’s  Law.  As  oil  billionaire  T.  Boone  Pickens  told  me, 
“You  can  drill  2  miles  down,  take  a  right  turn,  drill  another  2  miles  and 
pick  the  lock  to  someone’s  front  door.  That’s  how  precise  it  is.” 

The  digital  revolution  has  a  tendency  to  create  excess  capacity  in 
everything  it  touches— energy,  factories,  shipping,  etc. 

As  for  global  reach,  you  might  wish  you  had  an  advertising  budget 
of  a  billion  dollars  to  tap  the  global  marketplace.  But  no  budget  could 
cover  it  all  because  of  the  trillions  of  connections  that  exist  among 

RICH  KARLGAARD  IS  THE  PUBLISHER  AT  FORBES.  HIS  LATEST  BOOK,  THESOFTEDGE:  WHERE  GREAT  COMPANIES 
FIND  LASTING  SUCCESS,  CAME  OUT  IN  APRIL,  FOR  HIS  PAST  COLUMNS  AND  BLOGS  VISIT  OUR  WEBSITE 
AT  WWW.FORBES.COM/KARLGAARD. 


the  billions  of  digitally  connected  custom¬ 
ers.  Fast-moving  small  companies  can  find 
more  niches  and  customers  than  ever  before. 
The  same  is  true  of  technology’s  power:  The 
cloud  is  rapidly  commoditizing  the  availabil¬ 
ity  of  top-class  technology.  You  can  rent  it  by 
the  minute  from  Amazon,  Google  and  others. 

Mass  scale,  global  reach  and  powerful 
technology  are,  in  sum,  being  commoditized. 
As  a  poker  player  would  say,  they’re  becom¬ 
ing  mere  table  stakes  in  economic  competi¬ 
tion.  Maneuverability  will  be  the  bellwether 
of  rising  value.  Such  maneuverability  will 
come  from  the  combination  of  global  reach, 
great  technology  and  highly  tuned  and  opti¬ 
mized  teams  of  people. 

This  is  the  irony  of  our  day:  In  an  age  of 
rapidly  accelerating  technology  the  difference 
between  a  perpetually  successful  enterprise 
and  a  struggling,  dysfunctional  also-ran 
comes  down  to  the  people  who  make  up  those 
companies.  Even  more,  it’s  how  those  people 
interact  as  they  form  and  reform  into  teams  to 
stay  maneuverable.  Pat  Gelsinger,  the  CEO  of 
VMware,  says  “liquid  organization”  is  the  only 
organization  that  will  work.  He’s  right. 

Two  executive  roles  within  companies 
are  sure  to  change:  the  chief  information  of¬ 
ficer  (CIO)  and  the  chief  marketing  officer 
(CMO).  The  CIO  must  figure  out  how  to 
keep  the  company— and  its  vast  numbers  of 
maneuverable  small  teams— informed  and 
flexible.  CIO  consultant  Peter  High  writes 
about  the  weak  link  in  most  companies  in 
his  new  book,  Implementing  World  Class 
IT  Strategy  (Wiley).  It’s  a  lack  of  coherence 
between  corporate  and  divisional  strategies 
and,  worse,  among  divisions.  Maneuverabil¬ 
ity  is  chaos  without  such  coherence.  CIOs 
will  need  to  fix  that. 

The  CMO  will  spend  less  time  communi¬ 
cating  to  the  outside  world  and  more  time 
shaping  the  inside  story,  for  employees  and 
contractors.  What  else  can  hold  a  liquid  or¬ 
ganization  together  but  purpose,  values  and 
story?  Q 
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LEE  KUAN  YEW  //  CURRENT  EVENTS 

TRAGEDY 

AT  SEA  AND  ON  LAND 


SOUTHEAST  ASIA  WAS  HIT  with 
two  tragic  aviation  incidents  in  2014, 
both  involving  Malaysia’s  state  car¬ 
rier,  Malaysia  Airlines  (MAS).  Flight 
MH370  went  missing  on  Mar.  8,  en 
route  to  Beijing  from  Kuala  Lumpur, 
less  than  two  hours  after  it  was  asked 
to  contact  the  Ho  Chi  Minh  Air  Traf¬ 
fic  Control  Center.  MAS  subsequently 
confirmed  that  MH370  lost  contact 
with  Subang  ATC  at  2:40  a.m. 

A  complex  search  operation  involving  more  than  26  countries  in 
an  extensive  land  and  sea  search  ensued  over  several  weeks,  to  no 
avail.  On  Mar.  24  Prime  Minister  Najib  Razak  announced  that,  “ac¬ 
cording  to  new  data,  Flight  MH370  ended  in  the  southern  Indian 
Ocean.”  Search  and  rescue  operations  were  narrowed  to  the  south¬ 
ern  part  of  the  Indian  Ocean,  southwest  of  Australia.  In  April  search 
vessels  picked  up  signals  matching  those  of  the  aircraft’s  underwater 
locator  beacon,  but  no  plane  was  found.  Visual  searches  have  been 
suspended,  but  the  underwater  search  continues. 

In  addition  to  a  transponder  the  plane  was  equipped  with  an  au¬ 
tomatic  dependent  surveillance-broadcast  (ADS-B)  tracking  system. 
Unfortunately,  both  the  transponder  and  the  ADS-B  can  be  manually 
switched  off  in  the  cockpit. 

Most  modern  aircraft  also  carry  the  Aircraft  Communications 
Addressing  &  Reporting  System  (ACARS),  but  the  data  types  and 
transmission  frequencies  are  based  on  a  contractual  arrangement. 
ACARS  can  also  be  disabled  in  the  cockpit. 

We  obviously  need  to  improve  the  robustness  of  aircraft  tracking 
systems  in  use  today.  Although  ADS-B  tracks  aircraft  in  real  time  and 
has  existed  for  years,  only  60%  of  commercial  planes  are  so  equipped. 
ACARS  is  also  in  limited  use.  Why?  Because  of  the  additional  cost  to 
an  already  financially  burdened  industry.  Regardless,  it’s  critical  that 
airlines  address  the  fact  that  the  tracking  systems  and  black  boxes 
can  be  manually  shut  down  in  the  cockpit. 

MAS’  second  tragedy  happened  four  months  after  the  first.  Flight 
MH17  crashed  over  the  rebel-controlled  Donetsk  region  of  eastern 
Ukraine  on  July  17,  presumably  hit  by  a  missile.  All  298  people  on 
board  died. 

AVOIDABLE  DISASTER 

There  was  also  bad  news  this  spring  from  South  Korea,  where  the 
MV  Sewol,  a  cargo  ferry  carrying  476  passengers,  capsized  and  sank. 


The  vessel  departed  Inchon  at  9  p.m.  on 
Apr.  15,  but  about  12  hours  later,  near  the 
southwestern  tip  of  the  Korean  Peninsula,  it 
started  to  list,  and  distress  calls  were  sent  by 
the  crew.  The  ferry  first  tilted  onto  its  port 
side,  then  turned  hull-up,  before  completely 
sinking.  The  accident’s  toll:  294  dead,  with  10 
passengers  still  unaccounted  for. 

An  examination  of  the  incident  revealed 
that  its  cause  was  human  error  and  negli¬ 
gence.  Although  it  was  quickly  determined 
that  the  ship’s  master  didn’t  take  decisive 
action  to  prepare  the  passengers  or  deploy 
the  ship’s  lifeboats  and  life  rafts  for  immedi¬ 
ate  evacuation,  there  were  more  fundamental 
issues.  The  ferry  was  bought  secondhand  in 
2012  by  the  Chonghaejin  Marine  Co.,  which 
modified  the  vessel,  adding  passenger  capac¬ 
ity  beyond  the  allowance  of  safety  regula¬ 
tions.  Compounding  this,  on  the  fateful  day 
the  ferry  operator  reduced  the  ballast  water 
in  order  to  load  more  cargo.  When  the  ferry 
made  a  sudden  sharp  turn,  the  cargo  shifted, 
and  the  ballast  was  insufficient  to  right  and 
stabilize  the  ship. 

How  did  the  Sewol,  with  such  unsafe 
modifications,  ever  pass  inspection?  The 
government  had  delegated  the  regulatory  and 
oversight  functions  of  such  vessels  to  private 
operators  and  industry  associations.  This, 
in  effect,  left  the  task  of  ensuring  passenger 
safety  to  the  shipping  industry,  whose  main 
priority  isn’t  safety.  In  addition,  the  relevant 
emergency  response  agencies  failed  to  re¬ 
spond  in  a  timely  manner— a  reminder  that 
good  contingency  planning  and  emergency 
preparedness  are  of  the  utmost  importance. 

Sadly,  these  three  transportation  tragedies 
hold  many  rich  lessons  for  governments,  reg¬ 
ulatory  agencies  and  the  industries  involved. 
We  would  do  well  to  learn  from  them  and 
make  corrections  before  another  deadly  inci¬ 
dent  occurs.  o 


LEE  KUAN  YEW,  FORMER  PRIME  MINISTER  OF  SINGAPORE;  DAVID  MALPASS,  GLOBAL  ECONOMIST,  PRESIDENT  OF  ENCIMA  GLOBAL  LLC; 
AMITY  SHLAES,  DIRECTOR,  THE  4%  GROWTH  PROJECT;  AND  PAUL  JOHNSON,  EMINENT  BRITISH  HISTORIAN  AND  AUTHOR,  ROTATE 
IN  WRITING  THIS  COLUMN.  TO  SEE  PAST  CURRENT  EVENTS  COLUMNS,  VISIT  OUR  WEBSITE  AT  WWW.FORBES.COM/CURRENTEVENTS. 


34  |  FORBES  NOVEMBER  3, 2014 


2014  Newell  Rubbemaid  Office  SHK 


ALWAYS  SEND  THE  RIGHT  MESSAGE. 

Uni-ball  pens  with  Super  Ink™  prevent  failures  caused  by  water,  fading  and  fraud. 


uni -ball 

FAILS  TO  FAIL 


THOUGHT  LEADERS 


PAUL  JOHNSON  //  CURRENT  EVENTS 


FRANCE'S  DISASTROUS  EXAMPLE 


AT  PRESENT  FRANCE  is  a  good  exam¬ 
ple  of  how  not  to  run  a  country.  President 
Francis  Hollande  says  he’s  a  socialist, 
but  he  has  an  upper-class  lifestyle  and 
refers  to  the  working  class  as  “the  tooth¬ 
less  ones,”  by  which  he  means  people 
who  cannot  afford  to  go  to  a  dentist. 

Hollande  has  raised  France’s  in¬ 
come  tax  to  75%,  and  the  result  is 
an  exodus  of  the  hardworking  and 
efficient.  There  are  at  present  some 
300,000  French  young  people  living 
in  London,  where  they  can  escape  their  nation’s  horrifying  levels  of 
unemployment— 11%  overall,  about  25%  in  their  age  group. 

The  great  majority  of  French  people  who  are  employed  work  35 
hours  a  week  and  enjoy  six  weeks  of  paid  holiday.  The  bureaucratic 
obstacles  to  starting  a  new  business  there  are  pretty  well  insuperable. 
France’s  deficit  is  enormous  and  growing,  and  half  of  those  employed 
work  for  the  state  and  cannot  be  fired.  Economic  growth  is  nil  or  nega¬ 
tive,  and  investment  is  at  its  lowest  level  in  a  generation. 

France,  in  fact,  is  in  danger  of  joining  the  “southern  tier”  of  the  euro 
zone— Greece,  Italy,  Portugal  and  Spain— countries  that  are  chronically 
unable  to  pull  their  economic  weight  and  teeter  on  the  edge  of  national 
bankruptcy.  Indeed,  Germany  is  the  only  major  economy  in  the  euro 
zone  that  is  still  expanding,  though  it’s  doing  so  at  only  1%  a  year. 

France’s  appalling  state  should  act  as  a  dire  cautionary  example,  espe¬ 
cially  to  parties  on  the  Left.  Yet  the  British  Labour  Party— which,  if  polls 
are  to  be  believed,  will  oust  the  Tories  from  government  at  next  year’s 
elections— seems  bent  on  following  in  France’s  footsteps.  Its  leader,  Ed 
Miliband,  leads  an  impeccable  private  life,  so  England  would  be  spared  a 
similar  embarrassment  to  Hollande’s  constant  public  rows  with  his  mis¬ 
tresses.  But  Labour’s  electoral  platform  shows  that  in  other  respects  the 
party  has  learned  nothing  from  the  French  socialists’  glaring  errors. 

In  particular,  Miliband  hasn’t  grasped  that  high  and  punitive  taxes 
are  counterproductive  and  hugely  destructive.  He  proposes  to  impose  a 
“mansion  tax”  to  finance  improvements  in  the  National  Health  Service. 
This  foolish  idea  is  designed  to  stomp  on  what  is  seen  as  a  scandal:  the 
fact  that  many  high-priced  houses  in  central  London  are  kept  unoccupied 
by  their  rich  (often  foreign)  owners.  Deplorable,  perhaps,  but  it’s  part  of 
the  price  of  being  one  of  the  world’s  most  desirable  capitals  in  which  the 
rich  can  invest.  Their  investment,  in  turn,  drives  Britain’s  prosperity  as  a 
whole  and  means  its  economic  growth  rate  is  among  the  highest  of  the 
major  Western  economies— a  small  price  to  pay,  you  might  think. 

Unfortunately,  Miliband  seems  determined  to  discourage  the  very 


rich,  especially  foreigners,  from  buying  prop¬ 
erty  in  London.  He  wants  to  impose  his  man¬ 
sion  tax  on  all  houses  worth  more  than  £2 
million,  thus  raising  £1.2  billion  a  year,  which 
would  mean  an  annual  tax  of  about  £12,000 
on  such  properties.  In  practice  it  would  force 
middle-class  taxes  up  to  60%— almost  within 
reach  of  France’s  dreadful  level. 

The  inevitable  result  would  be  to  kill  Brit¬ 
ish  economic  growth  stone  dead  and  provoke 
an  exodus  from  London  of  the  entrepreneurs 
and  business  founders  who  are  responsible 
for  Britain’s  prosperity.  It  would  also  cause 
widespread  hardship  and  unhappiness. 

MISGUIDED  TAX 

Take  my  own  case.  I  bought  my  house  in  Lon¬ 
don  30  years  ago  for  £550,000,  a  sum  I  raised 
with  great  difficulty.  It  is  now,  thanks  to  the 
rise  in  house  prices,  worth  much  more  than 
the  proposed  mansion-tax  threshold.  But  my 
income  has  not  expanded  accordingly.  On  the 
contrary,  I  am  now  a  pensioner  and  find  it  hard 
to  pay  my  taxes  at  their  present  high  level. 

An  extra  tax  of  £12,000  a  year  would  force 
me  to  sell  the  house  and  move  to  the  suburbs. 
Dislocation  at  my  age— nearly  86— would  be 
horrific.  And  my  case  is  typical  of  perhaps 
100,000  people  living  in  the  London  area 
who  would  also  be  forced  to  sell  their  homes. 

On  the  other  hand,  I  doubt  the  rich  for¬ 
eigners  who  have  houses  in  London  would  be 
indisposed.  Therefore,  the  social  implications 
of  empty  houses  would  remain,  and  the  tax 
would  fail  in  its  primary  purpose. 

Nothing  is  a  surer  vote-loser  than  a  com¬ 
pletely  new  tax,  whose  impact  is  unknown  and 
whose  effects  may  be  devastating.  The  man¬ 
sion  tax  has  already  spread  the  seeds  of  doubt 
about  Miliband’s  judgment  and  his  adminis¬ 
trative  ability  to  run  the  country.  It  could  be 
the  millstone  round  his  neck  that  drowns  him. 
Let’s  hope  so,  One  European  country  sinking 
into  a  morass  of  socialist  folly  is  enough.  Q 
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The  Oil  Patch  Prince 


Six  years  ago  Bryan  Sheffield  had  no  energy  industry  experience. 
Today  he's  on  track  to  become  a  billionaire  before  his  40th  birthday 
How  it  happened  is  one  of  the  greatest  Texas  oil  stories  of  all  time. 

BY  CHRISTOPHER  HELMAN 


The  Great  American  Energy  Boom 
is  responsible  for  some  of  the 
most  incredible  roughneck-to- 
riches  stories  in  business  history. 
Aubrey  McClendon  built  Chesa¬ 
peake  Energy  into  a  land-grabbing  juggernaut, 
lost  his  shirt  (and  his  spot  on  The  Forbes  400) 
from  too  much  borrowing  and  is  now  clawing 
his  way  back.  Harold  Hamm  envisioned  using 
horizontal  drilling  and  hydraulic  fracturing 
technology  to  bring  up  oil  from  under  North 


Dakota  and  amassed  a  $19  billion  fortune  at 
Continental  Resources.  Trevor  Rees-Jones  has 
built  a  $5.4  billion  fortune  exploring  for  shale 
gas  under  Texas  and  Pennsylvania. 

But  when  it  comes  to  pure  wealth  whip¬ 
lash,  it’s  tough  to  top  the  tale  of  36-year-old 
Bryan  Sheffield,  who  in  just  six  years  has  par¬ 
layed  family  connections  and  a  trader’s  taste 
for  risk  into  120,000  acres  of  Texas’  oil-rich 
Permian  Basin  and  a  personal  fortune  that 
could  soon  top  $1  billion.  “What  Bryan  has 


Like  father:  Bryan  and 
Scott  Sheffield  are 
the  closest  thing  oil- 
obsessed  Midland,  Tex. 
has  to  royalty. 
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accomplished  in  such  a  short  time  is  incred¬ 
ible,  and  it  just  highlights  the  amazing  wealth 
creation  occurring  in  Texas  right  now,”  says 
Cameron  Horwitz,  managing  director  at  U.S. 
Capital  Advisors  in  Houston. 

Haven’t  heard  of  him?  If  you’re  not  from 
Midland,  the  dusty  heart  of  the  boom-and- 
bust  West  Texas  oil  patch,  that’s  not  surpris¬ 
ing.  But  here,  amid  the  thousands  of  bobbing 
pump  jacks  and  endless  dirt  access  roads 
that  service  them,  he’s  royalty,  the  son  of 
Scott  Sheffield,  CEO  of  Pioneer  Natural  Re¬ 
sources  (the  largest  operator  in  the  region), 
and  grandson  of  Joe  Parsley,  a  West  Texas  oil 
legend.  Despite  being  born  into  the  industry, 
Bryan  Sheffield  kept  his  distance— at  first.  I 
“was  searching  for  my  destiny  in  the  Chicago 
commodities  pits,”  he  says.  Then  he  moved 
to  Europe  to  trade  interest  rates.  “But  I  was  a 
break-even  trader,  barely  getting  by.” 

At  29,  with  a  new  wife,  he  came  home  to 
give  the  family  business  a  whirl.  At  his  grand¬ 
father’s  suggestion  Sheffield  agreed  to  take 
over  operatorship  of  the  109  original  wells 
Grandpa  Parsley  and  partner  Howard  Parker 
had  drilled  near  Midland  back  in  the  1960s 
and  1970s.  They  had  long  since  sold  off  most  of 
their  assets  in  the  region  but  held  on  to  these 
wells  and  could  choose  who  managed  them. 

“I  didn’t  even  know  what  that  meant,” 
says  Sheffield,  who  quickly  learned  that  this 
silver  spoon  had  a  fair  amount  of  grit  in  it. 
The  operation  requires  driving  hundreds 
of  miles  of  back  roads  a  month,  checking 
gauges  and  valves,  making  sure  pumps  are 
working  and  nothing  is  leaking.  The  job  paid 
about  $500  per  well  per  month,  or  some 
$600,000  a  year.  Sheffield  could  hire  people 
to  do  the  work  (“I’m  a  finance  guy.  If  I  tried 
turning  a  wrench,  a  pressure  valve  would 
go  out  and  kill  someone”)  and  have  cash  left 
over  to  build  something  bigger.  “Do  what 
you  want,”  said  his  grandpa.  “Just  take  care 
of  the  properties.” 

Hoping  to  learn  something  about  the  busi¬ 
ness  before  taking  it  over,  Bryan  asked  his 
dad  to  let  him  take  a  six-month  crash  course 
at  Pioneer,  which  owns  some  7,000  wells 
spread  over  900,000  acres  in  the  region.  His 
most  important  tutor  was  Paul  Treadwell,  an 
operations  foreman  who  had  been  with  the 
company  since  1992.  They  spent  days  driving 
the  fields.  Bryan  was  green,  but  he  knew  what 
questions  to  ask.  And  Treadwell,  11  years  older 


than  Bryan  and  the  father  of  three  teenagers, 
was  a  patient  teacher.  “I  love  to  teach  people. 
And  he’s  got  a  great  memory,”  says  Treadwell. 

It  didn’t  take  long  for  Bryan  to  catch  oil 
fever.  Prices  were  surging,  hitting  a  record 
high  of  $147  per  barrel  in  mid-2008.  Armed 
with  new  knowledge  and  a  new  partner 
(Treadwell  left  Pioneer— with  Dad’s  bless¬ 
ing— to  join  him),  he  decided  to  do  some 
drilling  of  his  own.  He  named  his  new  com¬ 
pany  Parsley  Energy,  in  honor  of  his  grandpa. 
The  only  problem:  Oil  leases  were  so  expen¬ 
sive  that  he  couldn’t  afford  to  start  drilling. 

But,  as  anyone  in  boom-to-bust  Midland 
can  tell  you,  good  times  don’t  last.  In  early 
2009  oil  fell  to  $35  per  barrel  as  the  Great 
Recession  sank  the  global  economy.  Rather 
than  pour  precious  capital  into  what  would 
be  uneconomic  wells,  many  Permian  opera¬ 
tors  just  let  leases  expire. 

Sheffield’s  trading  instincts  kicked  in.  He 
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started  buying  up  drilling  rights— worth  a 
couple  thousand  per  acre  before  the  crash— 
for  as  little  as  $500  each.  “I  got  lucky,”  says 
Sheffield.  “The  best  time  to  lease  is  when 
others  are  letting  leases  go.” 

Land  wasn’t  the  only  thing  bottoming 
out.  The  cost  to  drill  and  frack  a  vertical  well 
fell  by  nearly  half,  to  $1.3  million.  Like  his 
grandfather  decades  before,  Sheffield  raised 
cash  from  friends  and  family  to  attack  the  op¬ 
portunity.  “Anything  Bryan  was  going  to  do, 
we  wanted  to  be  involved  with,”  says  Chris 
Kayem,  whose  family  owns  the  Tex-Isle  pipe 
company  and  has  done  business  with  Joe 
Parsley  and  Scott  Sheffield  since  the  1970s. 
The  Kayems  put  up  $500,000  for  10%  of 
Parsley  Energy  and  millions  more  to  fund 
early  drilling  efforts. 

Financing  in  place,  Bryan  set  to  work. 
Permian  drillers  historically  tended  to  drill 
vertical  wells  through  layers  of  oil-bearing 
rock  known  as  the  Sprayberry  and  the 
Wolfcamp.  They’d  perforate  the  pipe  in 
both  sections  to  draw  oil  up,  mixing  the  two 
meager  flows  together  to  make  a  single  good 
“Wolfberry”  well.  In  some  spots,  though,  the 
Sprayberry  was  thick  enough  that  they  didn’t 
even  bother  with  the  deeper  Wolfcamp. 

Sheffield  was  no  geologist,  but  in  the  well- 
mapped  Permian  Basin  he  didn’t  have  to  be. 
By  studying  all  the  wells  near  Grandpa’s  first 
109,  he  noticed  vast  tracts  of  land  drilled  for 
decades  by  the  likes  of  Chevron  and  Merit 
Energy,  with  wells  that  tapped  only  the 
Sprayberry.  But  the  Wolfcamp,  he  learned, 
was  thick  there,  too.  He  quietly  leased  up  the 
mineral  rights  under  those  operators,  then 
partnered  with  Merit  to  start  drilling  them. 

These  thousands  of  acres  in  the  heart 
of  the  Wolfcamp,  acquired  for  a  song,  now 
provide  Parsley  with  more  than  20  years’ 
worth  of  drilling  spots  into  what  has  come  to 
be  understood  as  a  layer  cake  of  separate  oil¬ 
bearing  rock  formations. 

As  the  economy  recovered,  so  did  oil 
prices,  fueling  Sheffield’s  budding  empire— 
and  ambitions.  In  2011  he  went  to  see  Phil  Z. 
Pace  at  Chambers  Energy  Partners.  Pace,  the 
former  head  of  oil  research  at  Lehman  Bros., 


has  known  Scott  Sheffield  for  25  years  and 
was  impressed  with  Bryan.  Chambers  loaned 
Parsley  $200  million  to  ramp  up  drilling. 
“There’s  lots  of  engineers  and  geologists  bet¬ 
ter  trained  than  Bryan,”  says  Pace.  “Bryan  got 
the  right  acres  and  drilled  good  wells.  At  the 
right  time.”  Soon  Parsley  was  in  a  position  to 
pay  off  Chambers’  loans. 

The  new  Permian  boom  really  took  hold 
in  2012,  when  geoscientists,  including  those 
at  Scott  Sheffield’s  Pioneer  Energy,  fully 
evaluated  how  much  oil  could  be  recovered 
in  the  region.  The  layers  extend  from  8,500 
feet  deep  down  to  about  13,000  feet.  “I  see 
the  field  now  becoming  the  largest  in  North 
America  and  one  of  the  largest  in  the  world,” 
says  Scott  Sheffield,  with  the  potential,  he 
says,  to  produce  100  billion  barrels. 

The  gold  rush  has  been  stunning.  In 
September  Encana  Corp.  agreed  to  acquire 
another  Permian  upstart,  Athlon  Energy,  for 
$6  billion,  or  about  $37,000  an  acre. 

In  May  2014  Sheffield  listed  Parsley  Ener¬ 
gy  on  the  New  York  Stock  Exchange,  raising 
$1  billion.  In  June  shares  popped  enough  to 
make  his  34%  equity  stake  worth  $1  billion. 
Since  then  the  recent  slide  in  oil  prices  has 
pushed  that  down  to  $750  million. 

This  past  summer  Parsley  moved  its 
headquarters  from  Midland  to  Austin  to  at¬ 
tract  young  talent  without  running  the  risk 
of  stealing  people  from  Dad’s  Pioneer,  the 
biggest  employer  in  Midland.  He’s  already 
started  to  shift  from  drilling  mostly  $2 
million  vertical  wells  to  the  more  densely 
packed  and  higher-producing  $8  million 
horizontal  wells  that  Pioneer  has  been  per¬ 
fecting.  “We’re  not  big  enough  to  do  trial 
and  error,”  says  Treadwell.  “We’ll  watch  the 
other  guys.” 

As  for  Scott  Sheffield,  he  plans  to  retire 
from  Pioneer  in  a  couple  years,  going  out  on 
top.  In  five  years  he’s  led  Pioneer  shares  up 
450%,  among  the  top  performers  in  the  oil 
business;  his  shares  are  worth  $120  million. 
It’s  been  a  great  run,  but  given  what  his  son 
is  up  to,  it  makes  you  wonder:  Would  he  ever 
work  for  Bryan?  “Work  for  him?  No,”  he  says. 
“I  will  continue  to  give  him  free  advice.”  [)|cj 
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^  "Years  later,  when  I  would  speak  about  the  American  Dream, 


it  was  Midland  I  had  in  mind."  - 


GEORGE  W.  BUSH 
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Biotech's  Builder 

As  the  tech  industry  falls  back  in  love  with  urban  America,  Joel  Marcus,  landlord  to  the 
booming  biotechnology  business,  is  perfectly  positioned  to  strike  it  rich. 

BY  MATTHEW  HERPER 


In  Manhattan,  overlooking  the  East 
River  and  sandwiched  between  New 
York  University  Langone  Medical 
Center  and  Bellevue  Hospital,  two 
gleaming  16-story  towers  act  as  bea¬ 
cons  to  the  booming  biotech  sector. 

Completed  in  2010,  the  310,000-square- 
foot  Alexandria  Center  for  Life  Science  is 
already  100%  occupied.  It  contains  a  hub  for 
Eli  Lilly’s  cancer  business  and  a  Pfizer  lab 
dedicated  to  exploring  leads  generated  by 
academic  researchers.  The  second  building, 
some  410,000  square  feet  of  labs  and  office 
space,  was  finished  in  January  and  is  already 
60%  full.  Roche,  the  anchor  tenant,  says 
moving  250  clinical  trial  specialists  there 
from  Nutley,  N.J.  has  resulted  in  25  new  col¬ 
laborations  with  charities,  biotechs  and  New 
York  hospitals.  There’s  also  an  accelerator  for 
startups,  an  enviro-friendly  garden  and  fancy 
restaurants  to  feed  all  those  scientists. 

This  influx  tracks  back  to  a  single  man:  Joel 


Marcus,  67,  the  corporate  lawyer  who  founded 
Alexandria  Real  Estate  Equities,  a  real  estate 
investment  trust  that  focuses  entirely  on  bio¬ 
technology  firms,  20  years  ago.  “Our  thesis  is 
that  if  you  come  to  an  urban  cluster,  you’re 
going  to  participate  in  that  cluster,”  says  Mar¬ 
cus.  “You’re  not  going  to  hide  behind  the  walls 
of  your  isolated  campus.” 

That  jibes  nicely  with  the  nascent 
reurbanization  trend  across  the  technology 
and  pharma  sectors.  Following  the  lead  of 
legendary  Bell  Labs,  which  decamped  from 
Lower  Manhattan  in  1962  for  a  472-acre 
spread  in  rural  Holmdel,  N.J.,  most  technol¬ 
ogy  companies  in  the  20th  century  opted 
for  self-contained  suburban  campuses  over 
urban  settings.  Now  companies  from  Novartis 
to  Twitter  have  opened  vast  new  facilities  in 
city  centers  to  be  closer  to  their  young  em¬ 
ployees— and  each  other. 

Alexandria  is  at  the  vanguard  of  the 
movement.  In  New  York  biotech  circles 


Towering  presence: 
Joel  Marcus  and  a 
model  of  his  new 
Manhattan  bio-hub. 
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Marcus’  two  towers  have  been  “transforma¬ 
tive,”  says  Marc  Tessier-Lavigne,  the  former 
chief  scientific  officer  of  Genentech  and  now 
president  of  nearby  Rockefeller  University. 
“Pharma  for  the  first  time  in  many  decades 
has  played  a  role  here.  Joel  doesn’t  build 
real  estate.  What  he  does  is  build  bioscience 
communities.” 

As  a  result,  Marcus’  REIT  is  up  20%, 
double  that  of  the  MSCI  REIT  Preferred 
Index,  with  annual  revenues  of  $679  million 
and  net  income  up  8%  to  $121  million. 

It’s  been  a  long  journey  and  one  that  was 
almost  ended  by  the  2009  financial  crisis. 
Marcus  was  a  top  biotech  lawyer  in  the 
1980s,  working  on  the  deal  between  Amgen 
and  Japanese  conglomerate  Kirin  that  was 
one  of  the  industry’s  first  joint  ventures.  But 
in  1994  he  started  on  a  side  project,  a  real 
estate  company  that  would  lease  space  to 
biotechs,  conceived  by  entrepreneur  Jerry 
Sudarsky  and  backed  by  big  names  like  Joe 
Jacobs,  the  legendary  founder  of  Jacobs 
Engineering,  and  Joe  Flom  of  giant  law  firm 


Joe  Cook,  who  was  Amylin’s  CEO:  “That’s  a 
really  smart  businessman  right  there.”  When 
Amylin  launched  the  blockbuster  diabetes 
drug  Byetta  a  decade  later,  it  stuck  with  Alex¬ 
andria  until  it  was  bought  by  Bristol-Myers 
Squibb  for  $5.3  billion  in  2012. 

But  when  the  banks  crashed  in  2008, 
they  almost  took  Alexandria  (and  every 
other  REIT)  with  them.  Alexandria’s  shares 
plummeted  from  an  alltime  high  of  $114  to 
just  $30.  Seeing  his  life’s  work  falling  apart, 
Marcus  worked  quickly  to  right  the  ship.  The 
key  was  to  get  the  ratings  agencies— Moody’s 
and  Standard  &  Poor’s— to  rate  his  company’s 
debt  as  investment-grade  so  that  he  would 
be  less  dependent  on  banks.  That  required 
having  fewer  non-income-producing  assets 
on  the  books.  Reluctantly,  he  sold  2  million 
square  feet  of  land  in  Mission  Bay,  Calif,  to 
Salesforce.com  for  $300  million.  It  was  still  a 
$70  million  gain  on  what  he  paid  for  it. 

Refocusing  development  dollars  on  sites 
near  major  urban  universities  and  hospi¬ 
tals  turned  out  to  be  Marcus’  salvation.  The 


City  Living 

HIGH-TECH  COMPANIES  ARE  DISCOVERING  THE  JOYS  OF  URBANITY. 
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J  &  J  INNOV  CTR 
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Skadden,  Arps,  Slate,  Meagher  &  Flom. 

At  first  Marcus  said  no,  but  the  other 
founders  kept  telling  him  he  had  an  entrepre¬ 
neurial  spirit  and  that  they  were  too  old  to  do 
the  job.  He  finally  dropped  all  his  clients  and 
started  Alexandria.  Marcus  learned  fast  that 
biotech  companies  were  different  from  other 
businesses.  For  one  thing,  not  only  could 
they  grow  amazingly  fast,  but  they  also  could 
shrink  in  an  instant.  In  the  fall  of  1998  one 
of  his  biggest  San  Diego  clients,  a  diabetes- 
focused  biotech  called  Amylin,  got  bad  news 
and  laid  off  80%  of  its  staff.  Marcus  let  them 
out  of  their  lease,  saying,  “I  believe  you’re 
going  to  be  successful,  and  when  you  are  I 
want  to  be  your  landlord  for  all  the  space. 
You’re  going  to  need  that  space.”  Remembers 


model  is  Boston,  where  over  the  last  decade 
the  company  turned  the  mostly  deserted 
warehouses  around  MIT  into  a  thriving  bio¬ 
tech  scene  that  generates  $150.6  million  in 
rent  each  year. 

Now  Marcus  is  starting  to  look  beyond 
biotech.  He  recently  signed  a  joint  venture 
with  Uber,  the  company  disrupting  the  taxi 
business  in  major  cities,  to  provide  it  with 
offices.  He  sees  tech  and  biotech  companies 
competing  for  the  best  space  in  cities  in  a 
Darwinian  process,  with  land  in  the  hubs 
where  scientists  and  entrepreneurs  congre¬ 
gate  remaining  in  high  demand.  If  he’s  right, 
Alexandria’s  returns  should  be  steady  for 
years  to  come— while  literally  reshaping  the 
landscape  of  the  technology  business.  |^j 


FINAL  THOUGHT 


“Access  to  talented  and  creative  people  is  to  modern  business  what 
access  to  coal  and  iron  ore  was  to  steelmaking."- richard  Florida 


SPORTSMONEY 


MOST  VALUABLE 
SPORTS  BRANDS 

Our  annual  ranking  of  the 
top  40  brands  in  global 
athletics  quantifies  the 
earning  power  of  each 
relative  to  its  competi¬ 
tors.  For  more  info  see 
FORBES.COM/FAB40 

COMPANY 

NIKE 

Brand  value,  2014:  $19 
billion  (2013:  $173  billion) 
Commands  62%  of  U.S. 
athletic  footwear  market, 
including  the  Jordan  line. 
ESPN’s  brand  value 
is  a  distant  second  at 
$16.5  billion. 

EVENT 

SUPER  BOWL 

2014:  $500  million 
(2013:  $464  million) 

A  TV  ad  during  Super 
Bowl  XLVIII  cost  $4  million 
for  30  seconds,  44%  more 
than  ten  years  ago.  The 
Summer  Olympics  (brand 
value:  $348  million)  is 
second. 

TEAM 

NEW  YORK  YANKEES 

2014:  $521  million 
(2013:  $443  million) 

The  Bombers  have  led 
the  American  League  in 
attendance  for  12  years 
running.  Second-most- 
valuable  brand:  Real 
Madrid,  $484  million. 

ATHLETE 
LEBRON  JAMES 

2014:  $37  million 
(2013:  $27  million) 

Captain  Cleveland  pulled 
in  $53  million  from 
endorsers,  including  Nike, 
McDonald’s  and  Coca- 
Cola.  Tiger  Woods  ranks 
No.  2  at  $36  million. 
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FITTING  PROTECTION 
FOR  THE  BUSINESS 

YOU  LOVE. 


Zurich  offers  many 
distinct  products  and 
services  for  a  diverse 
range  of  businesses. 

We  can  put  them 
together  in  a  way  that 
perfectly  fits  your 
business  to  protect 
the  things  that  matter 
most  to  you. 

FIND  OUT  MORE  AT 
zurich.com/protection 


ZURICH  INSURANCE. 
FOR  THOSE  WHO  TRULY  LOVE  THEIR  BUSINESS. 


ZURICH 


Thic  k  int»nrf*d  as  a  aeneral  description  of  certain  types  of  insurance  and  services  available  to  qualified  customers  through  subsidiaries  within  the  Zurich  Insurance  Group,  as  in  the  US, 
lurich  AmerkanTnsu9rlnce^ Company.  MOO  American  Lane,  Schaumburg,  IL  60196,  in  Canada,  Zurich  Insurance  Company  Ltd  (Canadian  Branch),  100  King  Street  West,  Suite  5500,  PO  Box  290, 
Toronto  ON  M5X  1C9  and  outside  the  US  and  Canada,  Zurich  Insurance  pic,  Ballsbridge  Park,  Dublin  4,  Ireland  (and  its  EEA  branches),  Zurich  Insurance  Company  Ltd,  Mythenquai  2, 

8002  Zudch  Zurich  Australian  Insurance  Limited,  5  Blue  St.,  North  Sydney,  NSW  2060  and  further  entities,  as  required  by  local  jurisdiction.  Certain  coverages  are  not  available  in  all  countries  or 
locales.  In  the  US,  risk  engineering  services  are  provided  by  The  Zurich  Services  Corporation. 


Dinner  Take  All 


Munchery  hopes  stone-cold  logistics  will 
help  it  win  the  war  over  the  evening  meal. 


BY  ELLEN  HUET 


The  chill’s  the  thrill: 

Tri  Tran  is  taking  the 
middle  road  between 
delivering  it  raw  and 
rushing  it  over  to  you  hot. 


Munchery’s  plan  to  take 
over  your  dinner  table 
starts  every  weekday  at 
5  a.m.,  when  the  first 
chefs  start  chopping 

heirloom  tomatoes  and  braising  pork  in  the 
startup’s  industrial  kitchen  in  San  Francis¬ 
co’s  Outer  Mission  area. 

By  1  p.m.  the  frenzy  shifts  to  assembly 
lines  where  workers  hand-pack  compostable 
trays  of  couscous,  chicken  legs  and  greens. 
Stacks  of  meals  pile  up  inside  a  vast  refriger¬ 
ated  room,  where  the  operations  team— in 
fleece  and  hats— sorts  meals  into  bags  and 
hands  them  off  to  runners,  who  weave  past 
one  another  and  dash  out  to  their  cars.  By 
4  p.m.  trucks  full  of  refrigerated  meals  pull 
into  parking  lots  in  places  like  Rockridge 
and  Burlingame,  where  they’re  met  by  more 
drivers  who  pick  up  the  evening’s  goods  in 
unmarked  duffel  bags  and  fan  out  on  door- 
to-door  routes  guided  by  an  app.  “Few  words 
are  exchanged— it  looks  like  a  drug  deal,”  says 
Tri  Tran,  Munchery’s  cofounder  and  CEO. 


Overseeing  the  meals’  whole  life  cycle  is 
Tran,  a  father  of  two  who  founded  Munchery 
in  2010  with  Conrad  Chu  because  both  were 
looking  for  an  answer  to  “What’s  for  dinner?” 
for  their  families.  On  the  battlefield  of  food- 
tech  startups,  Munchery  is  among  the  best 
funded  and  is  the  longest-standing,  but  rivals 
such  as  Sprig,  SpoonRocket  and  Blue  Apron 
are  ready  to  eat  it  if  it  gets  in  the  way. 

At  39,  dressing  in  modest  button-up  shirts 
and  sporting  oval  Transitions  lenses,  Tran 
projects  a  different  image  from  most  found¬ 
ers  on  their  first  startup— and  he  uses  it  to 
his  advantage.  When  Munchery  was  raising 
$28  million  in  funding  in  April,  Tran  pitched 
investors  his  childhood,  not  his  company.  He 
escaped  from  Vietnam  by  boat  at  age  11  with 
his  grandmother  and  older  brother,  ended  up 
in  San  Jose  with  his  aunt  and  uncle,  and  didn’t 
see  his  parents  again  until  he  graduated  from 
MIT.  After  that,  he  said  to  potential  investors, 
a  startup  didn’t  seem  so  hard. 

Shervin  Pishevar,  the  venture  capital¬ 
ist  who  bet  on  Uber  back  when  it  was  just 
a  scrappy  black-car  service,  was  sold  on 
Munchery-and  on  Tran-to  the  tune  of  $25 
million  from  his  new  fund,  SherpaVentures, 
its  biggest  investment  yet.  Whereas  Pishe¬ 
var  calls  Uber’s  Travis  Kalanick  a  “relent¬ 
less”  leader,  he  said  he’s  drawn  to  Tran’s 
“quiet  leadership.”  “If  he  sat  in  a  meeting,  you 
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ERIC  MILLETTE  FOR  FORBES 


TURN  A  MIDNIGHT  SNACK 
INTO  A  MOONLIGHT  DRIVE. 


Gelateria  •»«, 


2014  Buick  Regal  GS 


THE  BUYPOWER  CARD  FROM  CAPITAL  ONE.4  Every  purchase  gives  you  Earnings 
toward  part  or  even  all  of  an  eligible,  new  Chevrolet,  Buick,  GMC  or  Cadillac  vehicle.  Every 
year,  enjoy  5%  Earnings  on  your  first  $5,000  in  purchases  and  then  unlimited  2%  Earnings 
on  purchases  after  that.  Earnings  don’t  expire  and  there’s  no  limit  on  how  much  you  can 
earn  or  redeem.  Learn  more  at  buypowercard.com/facts.  YOUR  CARD  IS  THE  KEY® 


Iff  M  CAROHOUJUI 
:  .CS/)*-12/l7 


BUYPOWER  CARD 


#  W*  Builtby  CapitalOne 

Credit  approval  required.  Terms  and  conditions  apply. 

♦Capital  One,  N.A.  is  the  issuer  of  the  BuyPower  Card.  General  Motors  (“GM”)  is  responsible  for  the  operation  and  administration  of  the  Earnings  Program. 
The  marks  of  General  Motors,  its  divisions,  slogans,  emblems,  vehicle  model  names,  vehicle  body  designs  and  other  marks  appearing  in  this  document  are 
the  trademarks  and/or  service  marks  of  General  Motors,  its  subsidiaries,  affiliates  or  licensors.  ©2014  General  Motors  LLC. 


TECHNOLOGY 


ON-DEMAND  DINING 


wouldn’t  realize  he’s  the  CEO,”  says  Pishe- 
var,  who  tears  up  when  he  talks  about  Tran’s 
childhood.  “The  world  needs  to  see  someone 
like  Tri  build  a  multibillion-dollar  company.” 

It  may  get  there,  but  Munchery’s  early 
days  were  not  so  promising.  It  launched  as 
a  network  of  chefs  cooking  meals  in  their 
own  kitchens  and  selling  them  on  Munch¬ 
ery’s  website.  Tran  had  to  beg  working  chefs 
to  make  extra  meals  and  managed  to  move 
only  about  50  or  100  a  day.  At  the  time,  meals 
were  $25  and  Tran  did  the  deliveries  himself, 
hoping  to  find  out  who  was  crazy  enough  to 
pay  that  premium.  (Turns  out  that  among 
them  were  a  lot  of  curious  investors,  some 
of  whom  ended  up  backing  Tran.)  As  the 
company  grew,  the  partner-chef  model  didn’t 
scale  well.  “When  I  started,  they  were  expe¬ 
riencing  a  lot  of  growing  pains— getting  tons 
of  orders— and  weren’t  really  prepared  for 
it,”  said  Diane  Davidson,  who  worked  as  an 
independent  contractor  chef  for  most  of  2013 
before  leaving  to  become  a  personal  chef 
because  she  found  Munchery’s  volume  too 
labor-intensive. 

Last  year  Munchery  started  hiring  full¬ 
time  chefs  and  moving  more  of  the  process- 
purchasing,  prep  work,  plating— under  one 
roof.  Seven  chefs  in  its  main  San  Francisco 
kitchen  now  make  a  majority  of  the  dishes 
each  day.  Tran  says  the  move  cut  his  food 
costs  and  gave  him  more  control  over  quality 
and  variety. 

Rival  food-on-demand  startups  differ  in 
their  approach  to  delivery.  Sprig  and  Spoon- 
Rocket  aim  to  zoom  a  hot  meal,  ready  to  eat, 
to  your  door  in  20  minutes  or  less.  Blue  Apron 
and  Plated  sell  dinner-kit  subscriptions— sev¬ 
eral  meals’  worth  of  ingredients  shipped  to 
your  door  ahead  of  time— and  let  users  cook 
for  themselves.  Munchery  placed  its  bet  on 
the  middle  ground:  Its  meals  are  cooked, 
plated  and  chilled  before  being  dropped  off 
during  dinnertime  hours  to  be  reheated  in 
homes  or  offices.  Usually  customers  have  to 
order  by  3  p.m.  for  same-day  delivery,  but  a 
faster  on- demand  service  is  growing  quickly 
in  San  Francisco  and  Seattle.  Shipping  food 
cold  for  later  reheating  simplifies  logistics  at 


each  turn,  and  food  maintains  better  texture 
and  quality.  And  cold  food  is  exempt  from 
California  sales  taxes,  roughly  a  9%  savings. 

How  much  is  cold  worth?  Tran,  ever  po¬ 
lite,  keeps  his  lips  in  a  tight  smile.  (FORBES 
estimates  a  $180  million  valuation  for 
Munchery.)  He  regrets  telling  reporters  in 
April  that  he  was  making  1,500  deliveries  a 
day,  because  rivals  look  at  any  statistic  as  “a 
target  to  shoot  for.”  Deliveries  are  now  trend¬ 
ing  “much,  much”  higher,  allowing  Tran  to 
drop  average  entree  prices  from  $12  to  $10. 
Tran  asks  photographers  not  to  snap  pictures 
of  the  kitchen’s  hot  line,  a  parade  of  wide, 
flat-top  griddles  and  bubbling  vats,  because 
he  wants  to  keep  his  equipment,  along  with 
the  software  that  tracks  every  meal,  a  secret. 

Tran  opens  up  more  when  talk  turns  to 
labor  economics,  a  sore  point  for  a  lot  of 
marketplace  websites  that  rely  entirely  on 
uninsured  and  low-paid  contract  workers. 

All  of  Munchery’s  delivery  workers  are  hired 
as  employees,  and  drivers  make  $11  an  hour 
plus  56  cents  a  mile  if  they  use  their  own 
cars.  If  they  work  more  than  30  hours  a  week, 
they  get  health  insurance  and  other  benefits. 
Sprig’s  delivery  workers  were  employees, 
too— until  August,  when  the  company  says  it 
was  advised  by  its  legal  team  that  the  work¬ 
ers  were  misclassified.  Now  they’re  paid  per 
delivery  with  a  guaranteed  hourly  minimum. 
Tran  suspects  Sprig  made  the  decision  based 
on  costs,  and  even  he  admits  his  moral  stance 
might  not  make  financial  sense  forever.  “I 
don’t  want  to  tout  this  too  much,  because 
what  if  one  day  we  change?”  he  said. 

But  for  now,  all  talk  is  of  growth.  Munch¬ 
ery  launched  in  Seattle  in  July,  with  New 
York  City,  Los  Angeles  and  Washington, 

D.C.  next.  There’s  a  new  kitchen  planned  for 
South  San  Francisco  that  Pishevar  says  can 
handle  25,000  orders  per  day,  up  from  an 
8,000  limit  now.  Well-funded  rivals  might  be 
nipping  at  its  heels,  but  Tran  dismisses  them. 
On  hot  food:  “How  long  has  that  been  sitting 
in  a  car?”  And  on  dinner  kits:  “Three  meals 
means  a  20-pound  box  with  packaging  up 
the  wazoo.”  To  him  dinner  is  still  a  dish  best 
served  cold. 
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GADGETS 
WE  LOVE 


DUDE  SURE 
PLAYS  A  MEAN 
PINBALL 


Lack  the  space  to  install 
a  home  bowling  alley? 
Want  to  get  your  mind 
off  German  nihilists 
and  stress-inducing 
extortion  plots?  The 
official  Big  Lebowski 
Pinball  machine  ($8,500; 
thebiglebowskipinball 
.com),  from  Netherlands- 
based  Dutch  Pinball, 
should  do  the  trick. 
Garlanded  with  images 
from  the  1998  cult  film 
classic,  the  game  is 
a  replica  Brunswick 
bowling  alley  with 
individually  controlled 
pins  for  realistic  scoring; 
sounds  and  videoclips 
come  from  the  original 
movie.  Preorder  now  and 
you’ll  take  delivery  in  Q2 
2015.  Full-tilt  bonus:  $25 
of  your  purchase  price 
will  go  to  No  Kid  Hungry, 
a  campaign  that’s  a  pet 
cause  of  Jeff  Bridges, 
the  Dude  himself.  It’s 
good  for  endless  hours  of 
fun— and  it’ll  really  tie  the 
room  together. 

—Brian  Dawson 


FINAL  THOUGHT 


7  read  recipes  the  way  I  read  science  fiction.  I  get  to  the  end  and 
say  ‘Well,  that's  not  going  to  happen. '  "-rita  rudner 
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To  share  my  mom's 
cooking  with  the  world. 


verson 


The  dream: 


The  reality: 

Deliveries.  Paying  bills.  Scheduling  staff. 
Before  I  start  today's  specials. 


There's  having  your  dream,  and  then  there's  dealing  with  the  day-to-day 
realities  to  make  it  happen.  That's  called  owning  your  own  business. 
Verizon  can  help  you  handle  those  realities.  See  why  more  businesses 
choose  Verizon  Wireless  than  any  other  wireless  carrier.* 


For  the  dream  and  the  reality,  choose  Verizon.  1.800.VZW.4BIZ  vzw.com/business  #LiveTheDream 


Alcatel-Lucent  ^ 


‘Results  based  on  third-party  study.  ©  2014  Verizon  Wireless. 


TECHNOLOGY 


BIG  DATA 


Hidden  Treasure 

Most  of  the  world's  greatest  mines  started  as  a  surface  outcrop  before  turning  into  a  big  hole  in 
the  ground.  Australia's  Deep  Exploration  Technologies  Cooperative  Research  Centre,  backed  by 
miners  like  BHP  Billiton,  Barrick  and  Newcrest,  is  developing  new  techniques  to  find  deposits 
visible  only  deep  underground.  Says  Neil  Williams,  retired  chief  of  government  research  agency 
Geoscience  Australia:  "There  will  be  big  deposits  out  under  the  Great  Plains."  by  daniel  fisher 

TODAY  FUTURE 

(1)  Manned  aircraft  with  gravity  and  radioactivity  sensors  map  (1)  Unmanned  drones  gather  data  faster  and  cheaper, 

the  terrain,  looking  for  ore  deposits.  (2)  Gold  in  mountain  streams  Supercomputers  crunch  through  the  data  to  find  likely  deposits 

points  toward  exposed  veins  in  the  hills  above.  (3)  Conventional  below  300  meters.  (2)  Coiled-tube  drilling  rig  equipped  with 

drilling  rigs  are  used  to  take  core  samples  down  to  200  meters,  electronic  probes  searches  for  ore.  (3)  Seismic  trucks  generate 

after  which  miners  sink  shafts  to  get  the  ore  out.  real-time  readings  to  narrow  down  the  search. 


Miners  will  still  use 
conventional  methods 
to  get  at  deposits  up  to 
300  meters  deep.  Below 
that,  they  may  use  a  type 
of  fracking  technology  to 
shatter  the  surrounding 
rock  and  bring  up  the  ore 
in  a  liquid  solution. 


■ 
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5W  INFOGRAPHICS  FOR  FORBES 


To  see  eye  to  eye,  it  helps 
to  meet  face  to  face. 


Meet  your  customers  face  to  face  online  with  GoToMeeting. 
Turn  on  your  webcam  to  work  the  room.  Share  your  screen 
to  demo  new  products  and  present  sales  materials.  You’ll  get 
everyone  on  the  same  page.  And  get  buy-in  that  much  quicker. 
Get  to  yes.  Get  GoToMeeting. 


CITRIX 


GoToMeeting 


*aaaimm»iiriL.. 


INVESTING 


RETIREMENT 


Roth 
Road 
To  Riches 

If  you  make  over  $200,000  a 
year,  you  have  two  choices:  Read 
this  article  and  cut  your  taxes,  or 
needlessly  fatten  Uncle  Sam. 

BY  ASHLEA  EBELING 


In  2012  FORBES  highlighted  a  back¬ 
door  method  for  high-income  folks 
to  move  money  into  Roth  IRAs, 
where  it  can  grow  tax  free  for  retire¬ 
ment.  While  couples  with  more  than 
$190,000  in  adjusted  gross  income  can’t 
contribute  to  Roth  IRAs  directly,  they  can 
put  the  maximum  annual  IRA  contribution 
of  $5,500  a  person  ($6,500  for  those  50  or 
older)  into  an  aftertax  (meaning  nondeduct¬ 
ible)  IRA,  which  has  no  income  restrictions, 
and  then  immediately  convert  it  into  a  Roth. 
(Conveniently,  income  limits  on  conversions 
ended  in  2010.) 

Now  there’s  an  even  bigger-dollar  Roth 
gambit,  thanks  to  new,  surprisingly  permis¬ 
sive  Internal  Revenue  Service  rules  govern¬ 
ing  the  rollover  of  aftertax  401(k)  contribu¬ 
tions  into  Roth  IRAs. 

As  a  result,  some  workers  may  be  able  to 
funnel  as  much  as  $34,500  extra  a  year  into 
Roth  IRAs,  while  certain  retirees  can  im¬ 
mediately  Rothify  hundreds  of  thousands  of 
dollars  in  old  aftertax  401(k)  contributions 
without  paying  any  conversion  tax. 

“For  people  who  put  aftertax  dollars  in 
their  plans,  it’s  a  huge  windfall,”  says  New 
Jersey  financial  planner  Chris  Kamnitsis. 

Retirees  in  the  know  are  already  springing 
into  action.  Wayne  Grunewald,  62,  sat  on  the 
401(k)  advisory  board  in  his  last  job  as  cor¬ 
porate  controller  of  cigarette-paper  maker 
Schweitzer-Mauduit  International.  He’s  roll¬ 
ing  $180,000  of  aftertax  contributions  from 


that  401(k)  into  a  Roth  IRA.  “People  ought 
to  be  looking  at  this,”  urges  Grunewald,  who 
now  lives  in  The  Villages  in  Florida  with  his 
wife,  Mary,  a  retired  occupational  therapist. 
Grunewald  keeps  busy  these  days  as  a  vol¬ 
unteer  tax  preparer  for  the  elderly  and  math 
tutor  for  fifth  graders,  as  well  as  playing  golf 
and  pickleball  and  on  four  softball  teams. 

For  those  less  familiar  with  arcane  tax 
rules  than  Grunewald,  however,  this  new 
Roth  deal  takes  a  lot  of  explaining. 

There  are  three  flavors  of  retirement  ac¬ 
count  contributions:  pretax,  traditional  after¬ 
tax  and  Roth.  Pretax  contributions  cut  your 
current  income  tax  bill,  but  all  withdrawals 
in  retirement  are  taxed  as  ordinary  income 
at  a  current  top  rate  of  39.6%.  Traditional 
aftertax  contributions  grow  tax  deferred, 
but  withdrawals  of  earnings  (although  not  of 
contributions)  are  also  taxed  at  high  ordinary 
income  rates.  Roth  contributions  are  also 
made  aftertax,  but  all  withdrawals  in  retire¬ 
ment  (or  by  heirs)  are  income  tax  free  and 
(at  least  under  current  law)  don’t  raise  your 
adjusted  gross  income  for  the  purpose  of 
various  upper-income  gotchas  such  as  extra 
Medicare  premiums  (as  much  as  $7,203  per 
couple  this  year)  and  the  new  ObamaCare 
3.8%  surcharge  on  investment  income. 
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A  STAR  ALLIANCE  MEMBER  vf  > 


Tight  deadlines. 
Hard  day. 


LH.com/us/ 

nonstopyou 


LH.com 


Make  your  time  with  us  all  yours. 
Because  we  engineer  your  travel 
experience  to  be  exactly  what  you 
need  it  to  be  -  from  the  last  checked 
email  to  your  first  taste  of  relaxation. 
Lufthansa  wants  you  to  sit  back  and 
enjoy  your  trip  even  before  you  arrive 
at  your  destination. 


Lufthansa 


Air  travel 
engineered 
around  you 


INVESTING 


RETIREMENT 


The  virtue  of  Roths  becomes  particularly 
apparent  when  retirees  turn  70  Vz  and  must 
start  taking  taxable  “required  minimum 
distributions”  (RMDs)  from  their  tradi¬ 
tional  retirement  accounts.  Mark  Lumia,  the 
Grunewalds’  financial  planner,  notes  that  the 
couple,  now  in  the  25%  tax  bracket,  could  be 
pushed  back  up  into  the  35%  bracket  when 
Wayne  Grunewald  hits  70,  claims  delayed 
Social  Security  benefits  and  then  is  forced  to 
take  RMDs  from  the  more  than  $2.5  million 
he  has  in  pretax  retirement  accounts. 

You  don’t  have  to  take  RMDs  from  a  Roth 
(unless  you  inherited  it  from  someone  other 
than  a  spouse),  but  if  you  need  extra  cash- 
say,  $40,000  for  a  new  car  or  a  bucket  list 
safari— you  can  pull  it  out  without  bumping 
yourself  into  a  higher  tax  bracket. 

So  you  want  Roth  dollars.  Now  here’s  how 
you  can  get  more  of  them  through  a  401(k)  or 
a  similar  plan  for  nonprofit  workers. 

In  2014  you  can  make  up  to  $17,500 
($23,000  if  you’re  50  older)  in  pretax  or  Roth 
employee  contributions.  Yet  the  law  actually 
allows  more  than  double  that— up  to  $52,000, 
or  $57,500  if  you’re  50-plus— to  be  put  into 
a  401(k)  on  your  behalf.  This  higher  amount 
includes  what  your  employer  kicks  in  (al¬ 
ways  pretax),  plus  any  extra  aftertax  contri¬ 
butions  you  yourself  make. 

Say  you’re  50,  earning  $200,000  and  mak¬ 
ing  $23,000  in  pretax  contributions.  Your 
skinflint  employer  kicks  in  $4,000  for  a  total 
of  $27,000.  Theoretically,  you  can  top  up  your 
contributions  with  another  $30,500  in  af¬ 
tertax  contributions— if  your  plan  permits  it. 
(Unfortunately,  the  amount  you  can  contrib¬ 
ute  aftertax  is  sometimes  limited  by  “nondis¬ 
crimination”  tests,  which  reduce  the  amount 
workers  earning  $115, 000-plus  can  sock  away 
if  lower-paid  workers  don’t  save.) 

Before  the  IRS  issued  its  new  rules,  mak¬ 
ing  aftertax  401(k)  contributions  arguably 
wasn’t  worth  it.  That’s  because  you  were  only 
deferring  taxes  on  investment  earnings,  not 
eliminating  them,  and  you  were  converting 
capital  gains  and  dividends,  which  are  taxed 
at  a  lower  rate  in  nonretirement  accounts, 
into  highly  taxed  ordinary  income. 

The  new  IRS  rules  make  aftertax  contri¬ 


butions  suddenly  sexy.  Here’s  why:  If  you 
have  $1  million  sitting  in  traditional  IRAs, 
with  $100,000  of  it  from  aftertax  contribu¬ 
tions  and  the  rest  from  pretax  contributions 
and  tax- deferred  earnings,  and  you  want  to 
move  $100,000  to  a  Roth,  you  must  convert 
both  pretax  and  aftertax  money  on  a  pro  rata 
basis,  paying  taxes  now  on  the  pretax  part.  To 
Rothify  $100,000,  you’re  taxed  on  $90,000. 

The  new  IRS  rules,  however,  provide  that 
when  you’re  moving  money  from  a  401(k) 
to  an  IRA,  you  can  separate  out  the  aftertax 
contributions  and  roll  them  to  a  Roth  IRA, 
without  the  pro  rata  bite.  That’s  true  even  if 
your  employer  didn’t  put  your  pretax  money 
in  a  separate  account.  In  effect,  the  IRS  is 
allowing  you  to  roll  your  aftertax  contribu¬ 
tions  to  a  Roth  IRA  while  moving  your  pretax 
dollars  and  tax-deferred  earnings  to  a  pretax 
IRA  or  even  to  your  new  company’s  401(k). 
“You’ll  need  to  report  the  transaction  on  your 
tax  return,  but  it  won’t  affect  the  amount  of 
tax  you  pay,”  says  Chicago  tax  lawyer  Kaye 
Thomas,  a  Roth  expert. 

If  your  employer’s  plan  allows  “in-service” 
withdrawals,  you  can  roll  aftertax  401(k)  con¬ 
tributions  directly  to  a  Roth  while  you’re  still 
working  there.  Yes,  many  plans  have  restric¬ 
tions  on  how  often  you  can  do  an  in-service 
distribution.  But  some  401(k)s  administered 
by  the  Vanguard  Group,  including  Google’s, 
allow  workers  to  go  online  as  often  as  they 
want  and  move  aftertax  contributions  and 
their  earnings  (but,  conveniently,  not  other 
money)  from  their  401(k)s  to  a  Roth  IRA.  If 
you  do  this,  put  your  aftertax  contributions  in 
a  money  market  fund  and  go  online  immedi¬ 
ately  after  each  pay  period,  so  you  won’t  have 
taxable  gains  to  complicate  matters,  says  IRA 
expert  Ed  Slott,  a  New  York  CPA. 

Presto  chango.  Old-fashioned  aftertax 
contributions  of  questionable  value  have 
become  very  valuable  Roth  dollars.  Of  course, 
to  get  this  sweet  deal,  you  have  to  be  in  a  plan 
that  allows  the  aftertax  contribution  top-up. 
Vanguard  reports  that  40%  of  the  plans  it  ad¬ 
ministers  with  more  than  5,000  participants 
and  20%  of  all  its  plans  allow  aftertax  contri¬ 
butions.  If  your  401(k)  isn’t  one  of  them,  start 
lobbying  your  boss  now. 
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FINAL  THOUGHT 


“Let  him  who  would  enjoy  a  good future  waste  none  of  his  present"  -roger  babson 


GO 

CONSIDER 

STOP 


AMERICAN  MIGHT 


Jerrold  Senser,  CEO  and 
CIO  of  Chicago-based 
Institutional  Capital, 
oversees  $24  billion.  He 
thinks  the  U.S.  will  evade  the 
global  growth  malaise  and  i< 
sticking  with  cyclical  stocks 
instead  of  getting  defensive. 


M  BOEING  Has  seven  — 
years  of  production  in 
its  aircraft-order  backlog 
and  pledges  to  steer  80% 
of  free  cash  flow  back 
to  investors.  Recently 
grounded  shares  will 
take  flight  again. 


TIME  WARNER 

HBO  parent’s  stock 
popped  in  July  when 
21st  Century  Fox  circled, 
then  fell  flat  when  Fox 
bailed.  Management 
still  has  to  prove  its 
plan  trumps  Rupert 
Murdoch's. 


I  M  JOHNSON  &  JOHNSON 

The  time  to  buy  was 
when  ObamaCare 
worries  were  beating 
up  health  care  sectors. 
Stocks  and  valuations 
have  since  risen;  J&J 
looked  much  better  at  13 
times  earnings  than  at  17. 
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You  can  open  a  no-minimum-balance  Merrill  Edge  IRA  quickly, 
fund  it  instantly  online  from  your  Bank  of  America  bank 
account  and  get  one-on-one  guidance  from  a  Merrill  Edge 
Financial  Solutions  Advisor™  whenever  you  want. 

Merrill  Edge.  It’s  investing,  streamlined. 


merrilledge.com/streamlined 


Bank  of  America 


Bank  with  Bank  of  America 
Invest  with  Merrill  Edge. 


Bank  of  America  Corporation 
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Certain  banking  and  brokerage  accounts  may  be  ineligible  for  real-time  money  movement  including  but  not  limited  to  transfers  to/from  bank  IRAs  (CD,  Money  Market),  529s  and  Credit  Cards  and  transfers 
from  IRAs  Loans  (HELOC  LOC,  Mortgage)  and  accounts  held  in  the  military  bank.  Accounts  eligible  for  real-time  transfers  will  be  displayed  online  in  the  to/from  drop  down  menu  on  the  transfer  screen. 
Merrill  Edge  is  available  through  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  (MLPF&S),  and  consists  of  the  Merrill  Edge  Advisory  Center  (investment  guidance)  and  self-directed  online  investing. 


Investment  products: 


Are  Not  FDIC  Insured  Are  Not  Bank  Guaranteed  May  Lose  Value 


MLPF&S  is  a  registered  broker-dealer,  member  SIPC  and  a  wholly  owned  subsidiary  of  BofA.  Banking  products  are  provided  by  Bank  of  America.  N.A.,  member  FDIC  and  a  wholly  owned  subsidiary  of  BofA. 
©  2014  Bank  of  America  Corporation.  All  rights  reserved. 


ARNG7CQK 


British  chic,  Swiss  excellence:  Breitling  for  Bentley  combines  the  best  of  both  worlds.  Style  and  performance.  Luxury 
and  accomplishment.  Class  and  audacity.  Power  and  refinement.  Perfectly  epitomising  this  exceptional  world,  the 
Bentley  B05  Unitime  houses  a  Manufacture  Breitling  calibre,  chronometer-certified  by  the  COSC  (Swiss  Official 
Chronometer  Testing  Institute),  the  highest  benchmark  in  terms  of  precision  and  reliability.  It  is  distinguished  by  its 
exclusive  crown-adjusted  worldtime  system  featuring  revolutionary  user  friendliness.  A  proud  alliance  between  the 
grand  art  of  British  carmaking  and  the  fine  Swiss  watchmaking  tradition. 


breitlingforbentley.com 


THE  ESSENCE  OF  BRITAIN 

Made  in  Switzerland  by  BREITLING 


INVESTING 


KEN  FISHER  //  PORTFOLIO  STRATEGY 


THE  SECRET  INDICATOR 
THAT  BULLS  WILL  LOVE 

SOME  OFT-ASKED  questions  amid 
an  increasingly  turbulent  market:  Are 
IPOs  too  hot?  Are  there  too  many?  And 
isn’t  this  euphoria— as  evidenced  by  the 
recent  lurching?  As  an  ardent  sentiment 
analyzer,  I  say,  “Not  even  close!” 

Why?  It’s  not  how  many  IPOs  that 
matters.  It’s  the  type.  While  IPOs 
increased  markedly  in  this  bull  mar¬ 
ket,  that’s  what  they’re  supposed  to 
do— predicting  no  more  than  a  simple 
calendar  does. 

Instead,  envision  IPO  types.  One  are  firms  formed  years  ago  that 
built,  fast  or  slow,  real  businesses.  The  other  are  recent  sexy  concepts 
with  few  customers  or  little  size— these  are  tough  to  distinguish  from 
investment  bank-manufactured  IPOs,  done  for  no  better  reason  than 
tapping  into  hot  money. 

During  most  typical  bull  markets,  IPO  money  comes  largely  in  the 
former  type.  In  the  late  euphoric  phase,  it’s  the  latter. 

Why?  Through  bad  and  lukewarm  times  fast-growing  real  firms 
and  older,  slow-built  firms  (often  earlier  taken  private)  normally 
pile  up,  waiting  their  day.  This  time  that  included  fast-built  ones  like 
Facebook  and  Alibaba— IPOs  that  markets  long  craved— as  well  as 
recyclables  like  Chrysler,  Hilton  and  Kinder  Morgan.  Both  kinds  are 


FLYING  PIGS  HAVEN’T  BEEN  FLOATED 
YET-SO  WE  RE  FAR  FROM  THE  TOP 


speculations,  little  different  from  other  comparable  public  stocks. 
You’ll  likely  overpay,  but  they’re  unlikely  to  go  bankrupt  soon.  (IPO 
really  means:  “It’s  Probably  Overpriced.”) 

But  euphoria  ushers  in  oodles  of  manufactured  IPOs  with  sexy  sto¬ 
ries  yet  scant  substance— which  could  be  bankrupt  soon  (and  most  will 
be,  without  IPO  funding). 

We  aren’t  seeing  that  yet.  That’s  the  indicator.  Truly  great  new  con¬ 
cepts  are  financed  readily  in  private  markets,  not  public  ones.  Ironically, 
when  pigs  that  fly  finally  float,  most  folks  have  wearied  of  worrying 
about  IPOs  as  a  market-topping  indicator.  That  they  worry  now  says 
we’re  far  from  the  top. 

Stock  offerings  (IPOs  plus  secondaries)  still  lag  far  behind  cash-based 
stock  takeovers  and  buybacks.  Net  equity  supply  has  shrunk  steadily  in 
this  bull  market.  So  I’m  bullish!  Euphoria  is  far  in  the  future— until  then 

MONEY  MANAGER  KEN  FISHER'S  LATEST  BOOK  IS  MARKETS  NEVER  FORGET  (BUT  PEOPLE  DO) 

(JOHN  WILEY,  2011).  VISIT  HIS  HOME  PAGE  AT  WWW.FORBES.COM/FISHER. 


here  are  six  foreign  stocks  I  like. 

Australia’s  four-bank  oligopoly  dropped 
off  a  double-digit  September  cliff.  Fear  of 
slowing  growth,  weak  commodities,  mort¬ 
gage  delinquencies,  high  interest  rates,  weak¬ 
ening  currency— and,  deja  vu  all  over  again, 
China’s  potential  implosion.  It’s  a  buying 
opportunity.  I  like  the  biggest,  commonwealth 
bank  (CMWAY,  65),  but  only  because  it  fell  more. 
On  Apr.  14  I  suggested  national  Australia  bank 
(nabzy,  14).  It’s  cheaper  at  seven  times  my 
September  2015  earnings  estimate,  with  a  6% 
dividend  yield.  Buy  either  or  a  half-position 
in  both. 

And  Chinese  fears?  Buy  directly  into  that  via 
giant  INDUSTRIAL  &  COMMERCIAL  BANK  OF  CHINA  (IDCBY, 
13).  It’s  gone  nowhere  slowly.  But  it’s  about 
time.  Fundamental  progress  is  relatively  steady. 
It’s  now  dirt  cheap  at  five  times  my  2015  earn¬ 
ings  estimate,  one  times  book  value— with  a 
5.6%  dividend  yield. 

Ditto  for  petrochina  (Ptr,  123)  at  ten  times  my 
2015  earnings  estimate,  60%  of  revenue— with 
a  3.7%  dividend  yield!  It’s  China’s  biggest  oil 
and  gas  producer  and  should  fare  well  when 
economic  fears  fade. 

Of  course,  folks  also  broadly  fear  Europe 
backsliding  to  recession.  The  Conference 
Board  Leading  Economic  Index  series  makes 
that  irrational.  Meanwhile,  Volkswagen  (vlkay, 

38)  is  off  23%  year  to  date,  mostly  since  June. 
Another  buying  opportunity!  It  rolls  with  great 
brands,  new  models,  moderate  growth  and 
devotion  to  research  and  development.  It’s  also 
cheap  at  50%  of  book  value,  20%  of  sales  and 
eight  times  my  2015  earnings  estimate  with  a 
2%  dividend  yield. 

France’s  vinci  (Vcisy,  13),  arguably  the 
world’s  largest  infrastructure-construc¬ 
tion  firm,  is  off  22%  since  June.  It  builds 
everything  from  roads  to  airports— 191,000 
employees  feed  into  an  expanding  capital  ex¬ 
penditure  cycle.  It  sells  at  nine  times  my  2015 
earnings  estimate,  60%  of  revenue,  with  a  3% 
dividend  yield.  © 
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THOMAS  KUHLENBECK  FOR  FORBES 


ALL  OF 

THE  JOBS. 

ALL  OF  THE  PEOPLE. 
THAT’S  OUR  MISSION. 

IT  GETS  US  OUT  OF  BED  IN  THE  MORNING. 


JOBS& 

PEOPLE 


THERE  ARE 

OVER 

4  MILLION 
OPEN  JOBS 
IN  THE  U.S. 

AND  IF  YOU’RE  NOT  HIRING 

BETTER  PEOPLE, 

THAT  NUMBER  MAY  GO  UP  BY  I.’ 


TRUTH  BE  TOLD, 

WE  WON’T  BE  DOING  MUCH  SLEEPING  UNTIL  WE 

MAKE  IT  HAPPEN. 


You  can  have  the  ability  to  hire  like  no  one  else  can. 
At  Monster,  our  innovative  technology  can  provide 
powerful,  easy-to-use  solutions.  Our  streamlined  process 
can  save  you  time  and  money.  But  most  importantly,  we 
want  to  provide  the  expertise  and  tools  to  help  you  hire 
the  best  person  for  the  job.  The  person  who  can  take 
your  business  from  good  to  great.  We  want  to  help  you 
find  better.  Learn  more  at: 


MONSTER.COM/BETTERTALENT 


FOR  MOST  COMPANIES, 

70%  OF  OPERATING 

EXPENSES  ARE 

IN  HUMAN  CAPITAL. 

AND  IF  THEY’RE  NOT  THE  RIGHT  PEOPLE, 
THAT  OTHER  30%  WON’T  MATTER  MUCH.' 


MONSTER 


FIND  BETTER 


L 


1.  U.S.  Bureau  of  Labor  Statistics.  2014;  2.  Source;  Society  for  Human  Resource  Management,  2006 


INVESTING 


WILLIAM  BALDWIN  //  INVESTMENT  STRATEGIES 

DON'T  WORRY,  BE  WEALTHY 


THE  SCAREMONGERS  ARE  out 

again.  I’m  very  fretful  about  the  damage 
they  could  do  to  your  net  worth. 

Since  anxiety  is  built  into  our 
amygdalas,  we  can’t  displace  it 
entirely.  But  we  can  learn  to  redirect 
it.  Let’s  look  at  three  investor  fears 
propagated  by  various  doomsayers 
and  see  how  to  divert  those  fears  into 
useful  behavior. 

The  high-frequency  hype.  Michael 
Lewis  made  a  bestseller  out  of  the 
theory  that  rapid-fire  traders  using  well-placed  computers  are  suck¬ 
ing  the  life  out  of  the  stock  market,  leaving  nothing  for  the  little  guy. 

Well,  if  you  trade  in  and  out  of  your  Tesla  300  times  a  day,  you’re  at 
a  disadvantage.  But  normal  people  shouldn’t  give  the  high-frequency 
crowd  a  second  of  thought. 

If  you  want  to  worry  about  trading,  think  about  problems  that 
are  entirely  of  your  own  making.  When  you  move  in  and  out  of  a 
thinly  traded  stock— or  when  a  big  fund  you  own  moves  in  and  out  of 
a  stock,  even  one  with  decent  volume— the  price  gets  pushed  away. 
Turning  over  a  portfolio  once  a  year  can  easily  clip  half  a  percentage 
point  off  returns. 

Solution:  Don’t  trade.  Buy  and  hold.  Sell  that  fund  with  the  overac- 


PHANTOMS  AND  HOBGOBLINS  GET  IN 
YOUR  PORTFOLIO’S  WAY 


tive  portfolio  manager  and  replace  it  with  an  index  fund. 

The  Ponzi  panic.  Writing  in  these  pages  a  few  months  ago,  the 
economist  Laurence  Kotlikoff  declared  that  the  Securities  Investor 
Protection  Corp.  is  a  scam  and  that  you  should  close  your  brokerage 
account  immediately.  What  got  him  so  worked  up?  Bernie  Madoff  was 
a  broker,  he  stole  money  and  the  SIPC  didn’t  make  the  victims  whole. 

Really,  is  there  a  risk  that  Charles  Schwab  will  abscond  to  Brazil 
with  your  assets?  It’s  about  equal  to  the  risk  that  you  will  be  killed  by 
a  meteorite. 

To  protect  yourself  from  crooks,  have  your  assets  custodied  at 
a  trillion- dollar  firm  (Schwab  &  Co.  qualifies),  and  if  you  engage  a 
money  manager,  grant  power  to  trade  but  not  to  move  money  out. 

Now  let’s  redirect  your  worrying  from  something  with  a  one-in-a- 
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billion  probability  to  something  with  a  50-50 
probability:  the  risk  that  a  money  manager 
will  charge  you  1%  a  year  in  a  futile  effort  to 
beat  the  market.  Keep  that  up  for  30  years 
and  you’ll  be  26%  poorer. 

Solution:  Fire  the  manager.  Get  an  index 
fund.  Schwab  has  some  good  ones. 

The  volatility  vapors.  The  Fed  twitches, 
stocks  take  a  spill,  and  the  market  strategists 
go  into  a  fainting  spell. 

What  a  waste.  It  doesn’t  matter  a  whit 
whether  stock  market  fluctuations  average 
1%  a  day  or  2%  a  day.  Even  that  20%  one- 
day  blip  27  years  ago  didn’t  have  any  last¬ 
ing  impact  on  your  prosperity,  at  least  if 
you  managed  to  sleep  through  it.  The  mar¬ 
ket  popped  back. 

If  you  want  to  worry  about  stock  market 
fluctuations,  forget  the  one-day  volatility 
and  think  about  multidecade  volatility. 
There’s  a  lot  of  uncertainty  about  what’s 
going  to  happen  to  your  investments 
between  now  and  when  you  spend  the 
money  in  retirement,  and  it  is  not  in  any 
way  captured  by  vol  statistics  that  market 
experts  talk  about. 

Consider  this  possibility:  The  past  32 
years  have  been  deceivingly  good.  Stocks  did 
well  as  globalization  and  computerization 
rewarded  owners  of  capital.  Bonds  did  well 
as  inflation  was  tamed. 

The  next  32  years  could  be  very  differ¬ 
ent:  Earnings  growth  slows,  price/earnings 
ratios  shrink,  inflation  picks  up.  A  blend 
of  stocks  and  bonds  that  earned  a  5%  real 
annual  return  from  1982-2014  might  deliver 
only  3%  from  2014-46.  The  two-point  dif¬ 
ference  has  a  large  impact,  almost  2-to-l,  on 
what  a  dollar  put  aside  at  age  40  will  buy 
you  when  you’re  72. 

You’re  not  going  to  like  my  cure  for  this 
source  of  mental  anguish.  You  should  save 
more.  Putting  away  10%  of  your  paycheck  is 
not  adequate.  Double  that.  © 
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INVESTING 


BONNIE  BAHA  —  BOND  SENSE 

DISCORDANT  PRINCIPLES  OF  DEBT 


IN  THE  WORDS  of  Malaclypse  the 
Younger,  “All  statements  are  true  in  some 
sense,  false  in  some  sense,  meaningless 
in  some  sense,  true  and  false  in  some 
sense,  true  and  meaningless  in  some 
sense,  false  and  meaningless  in  some 
sense,  and  true  and  false  and  meaningless 
in  some  sense.”  Malaclypse  was  the  pen 
name  for  Gregory  Hill,  coauthor  of  Prin- 
cipia  Discordia,  the  absurdist  cult  classic 
published  in  1965. 1  think  it  contains 
some  lessons  for  fixed-income  investors 
today— especially  considering  market  absurdities  such  as  Portuguese,  Ital¬ 
ian  and  Spanish  ten-year  government  bonds  yielding  about  the  same  as 
U.S.  Treasurys. 

One  preposterous  pearl  from  the  book  is  the  Law  of  Fives,  which  dic¬ 
tates  that  “All  things  happen  in  fives,  or  are  divisible  by  or  are  multiples  of 
five,  or  are  somehow  directly  or  indirectly  appropriate  to  five.”  Malaclypse 
is  on  to  something  here.  Among  bond  investors  there  are  five  common 
misunderstandings  I  hear  constantly: 

1.  Market-cap-weighted  investing  makes  sense  in  fixed  income. 

Most  investors  gain  their  initial  market  experience  by  investing  in 
stocks  or  mutual  funds.  The  misapplication  of  equity  investing  principles 
to  bond  investing  has  the  potential  to  backfire  spectacularly,  specifically 


DIVIDEND  STOCKS  ARE  NOT  A  GOOD 
SUBSTITUTE  FOR  BONDS 


when  it  comes  to  index  investing  weighted  by  market  capitalization.  This 
amounts  to  an  adverse-selection  process  for  fixed  income:  The  investor 
winds  up  purchasing  the  most  indebted  companies.  It’s  one  of  the  reasons 
I’m  not  a  fan  of  iShares  iBoxx  $  Investment  Grade  Corporate  Bond  ETF 
and  the  SPDR  Barclays  High  Yield  Bond  ETF. 

2.  Dividend  stocks  provide  a  good  bond  substitute. 

Today’s  low-yield  environment  has  pushed  investors  out  of  bonds  and 
into  dividend  stocks.  This  is  a  potentially  disastrous  strategy.  The  cou¬ 
pon  payment  on  a  bond  is  a  legal  obligation  of  the  issuer.  The  dividend 
payment  on  a  stock  is  almost  always  discretionary  and  can  be  changed 
or  cease  at  any  time.  Furthermore,  the  risk  of  principal  loss  is  greater 
for  common  stocks.  Remember  the  hierarchy  of  claims  in  a  bankruptcy 
means  bondholders  get  paid  something  and  equity  holders  get  wiped  out. 

Volatility  is  another  problem.  If  you  compare  iShares  Select  Divi- 

MONEY  MANAGER  BONNIE  BAHA  IS  DIRECTOR  OF  GLOBAL  DEVELOPED  CREDIT  AT  DOUBLELINE  CAPITAL 
LP  IN  LOS  ANGELES. 


dend  with  iShares  iBoxx  $  Investment  Grade 
Corporate  Bond  you’ll  see  dividend  stocks 
subject  investors  to  a  much  bumpier  ride. 

3.  Adding  currency  risk  to  a  fixed-income 
portfolio  is  a  good  diversifier. 

With  respect  to  efficient  frontier  portfolio 
analytics,  back-testing  suggests  that  the  addition 
of  a  small  portion  of  international  equities  helps 
smooth  out  overall  performance  for  a  dollar-based 
investor.  Bear  in  mind  stock  returns  have  histori¬ 
cally  higher  volatility  than  do  bond  returns,  as  well 
as  having  a  greater  potential  for  gains  or  losses. 
However,  the  volatility  of  currency  exchange  rates 
dwarfs  the  volatility  in  interest  rates,  the  primary 
drivers  of  risk  in  high-grade  bonds.  So  as  a  general 
rule,  avoid  introducing  currency  risk 

4.  High-yield  bonds  diversify  stocks. 

Joshua  Brown,  author  of  Backstage  Wall 

Street,  calls  below-investment-grade  corporate 
bonds  “chicken  equity.”  By  that  he  means  junk 
bonds  often  attract  buyers  who  want  to  take  risk 
but  cannot  stomach  the  volatility  of  stocks.  High- 
yield  bonds  have  their  role  to  play,  especially  as  a 
tactical  allocation  in  multisector  portfolios  and  in 
the  hands  of  a  skilled  high-yield  bondo.  However, 
historically  prices  of  the  two  asset  classes  have 
tended  to  move  in  the  same  direction.  In  fact, 
the  stocks-to-high-yield  correlation  coefficient 
is  nearly  O.6.,  compared  with  zero  to  long-dated 
Treasurys.  So  when  stocks  tank  don’t  expect 
your  junk  bonds  to  hold  up. 

5.  A  bond  or  bond  fund’s  credit  rating 
accurately  reflects  its  risk  of  loss. 

A  credit  rating  is  simply  one  firm’s  view  on 
the  probability  that  a  bond  issuer  will  repay  in¬ 
terest  and  principal  in  a  timely  manner.  In  cases 
where  a  credit  is  trading  at  a  significant  discount 
to  par,  the  assigned  credit  rating  is  much  less 
meaningful,  as  the  market  has  already  priced  in 
the  expectation  of  losses  due  to  default.  If  a  bond 
is  trading  at  $65,  yet  its  claim  on  underlying  as¬ 
sets/collateral  is  worth  $70,  the  rating  assigned 
has  been  essentially  neutralized.  This  situation 
is  prevalent  today  among  nonagency  mortgage- 
backed  securities.  Q 
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WHERE  SOME 
SEE  BARRIERS 
WE  SEE  BRIDGES. 


At  HSBC,  we  believe  nothing  should 
stand  in  the  way  of  a  growing  business. 
Especially  little  things  like  local  market 
red  tape  and  bureaucracy.  Our  local 
knowledge  and  expertise  makes  global 
business  feel,  well,  local. 


If  you  see  it,  we  see  it. 

www.globalconnections.hsbc.com 


Commercial  Banking 


United  States  persons  (including  entities)  are  subject  to  U.S.  taxation  on  their  worldwide  income  and  may  be  subject  to  tax  and  other  filing  obligations  with 
respect  to  their  U.S.  and  non  U.S.  accounts.  U.S.  persons  and  entities  should  consult  a  tax  advisor  for  more  information. 

Trade  and  supply  chain  transactions  may  be  subject  to  credit  approval.  Other  restrictions,  including  specific  country  regulations  may  apply.  Foreign  currency 
exchange  rates  may  apply  to  certain  trade  transactions. 

HSBC  Bank  USA,  N.A.  Member  FDIC,  Equal  Credit  Opportunity  Lender.  ©  Copyright  HSBC  Bank  USA,  N.A.  2014  ALL  RIGHTS  RESERVED 


Collaborate. 

Mobilize. 

Accelerate. 

Work  this  way  " 


My  business  card  says  Founder. 
So  everyone  thinks  all  these  folks 
work  for  me.  Everyone  is  wrong. 


These  people  carry  this  business 
on  their  shoulders.  Every  day. 
Good  times  and  bad.  No  matter 
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TOP  ENTREPRENEURS 

PINTEREST 


SOCIAL  MEDIA’S 
NEW  MAD  MEN 


Left  brain,  right  brain: 
Cofounders  Ben 
Silbermann  and  Evan 
Sharp  at  Pinterest  HQ. 


Facebook  monetizes  the  past.  Twitter  the  present.  Pinterest, 
by  organizing  your  wishes  and  dreams,  can  identify  what  you 
might  do  or  buy  in  the  future.  That’s  a  model  worth  $5  billion 
for  the  social  network  with  almighty  Google  in  its  sights. 

BY  JEFF  BERCOVICI 
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2015  Ram  Commercial  vehicles  (Ram  1500  Tradesman  model  only).  Must  take  delivery  by  1/5/15.  See  dealer  for  On  The  Job  incentive  details 
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in  On  The  Job  incentives  in 
addition  to  current  offers. 
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There’s  intent  behind  a  pin:  Pinterest’s  sales  boss,  Joanne 
Bradford,  has  charter  clients  paying  big  bucks  to  try  it  out. 


he  Cannes  Lions  advertising  festival  has  be¬ 
come  as  big  among  the  Madison  Avenue  crowd 
as  the  Riviera  town’s  iconic  film  event  is  for 
Hollywood.  So  as  Steve  Stoute  nursed  a  drink 
with  a  friend  at  the  Hotel  du  Cap-Eden-Roc  on 
the  balmy  June  evening  that  opened  this  year’s  boozing  and 
schmoozing,  the  Cannes  Lions  veteran  braced  himself  for  an 
onslaught  of  media  and  technology  executives.  Stoute’s  ad 
agency,  Translation  LLC,  has  clients  like  Anheuser-Busch, 
State  Farm  and  McDonald’s— the  kinds  of  whales  that  would 
have  him  fending  off  supplicants  left  and  right. 

But  the  roles  of  supplicant  and  master  reversed  when 
Stoute  spotted  Ben  Silbermann  walking  into  the  bar.  The 
soft-spoken  Pinterest  CEO  was  attending  Cannes  for  the 
first  time.  Silbermann,  32,  had  just  checked  into  his  hotel 
and  was  planning  to  have  a  quick  drink  with  his  team  be¬ 
fore  turning  in  to  prep  for  his  keynote  speech  the  following 
morning.  A  few  weeks  earlier  his  social  media  service,  es¬ 
pecially  popular  with  women  and  hobbyists,  began  experi¬ 
menting  with  selling  ads  to  show  to  its  70  million  users. 
With  more  demand  than  it  could  satisfy,  Pinterest  had 
limited  its  test  to  a  mere  dozen  sponsors,  wringing  commit¬ 


ments  of  more  than  $1  million  from  each. 

Stoute  was  desperate  to  get  his  newest  client,  discount 
shoe  store  chain  DSW,  into  the  program  (fashion  is  the 
third-most-popular  type  of  content  on  Pinterest).  “I  didn’t 
want  this  thing  to  go  by  without  us  getting  in  front  of  it,”  he 
says.  Fortunately  he  had  an  in:  Stoute’s  drinking  buddy 
that  night  was  Ben  Horowitz,  whose  venture  capital 
firm,  Andreessen  Horowitz,  had  just  participated  in  the 
$200  million  funding  round  that  had  propelled  Pinterest’s 
on-paper  valuation  to  $5  billion.  Horowitz  called  Silber¬ 
mann  over,  and  Stoute  ordered  rose  for  everyone,  raised  his 
glass  toward  his  new  acquaintance  and  offered  up  a  paean 
of  praise  and  blessings:  Rise  above,  be  great,  stay  great. 

After  accepting  Stoute’s  flattery,  Silbermann  agreed  to 
take  his  money,  too.  An  hour  into  his  Riviera  debut,  the  new 
prince  of  Cannes  had  already  bagged  his  first  deal,  just  by 
showing  up. 

That’s  pretty  much  how  things  have  been  going  for  Pin¬ 
terest  lately.  A  visual  social  network  where  people  create 
and  share  image  collections  of  recipes,  hairstyles,  baby  fur¬ 
niture  and  just  about  anything  else  on  their  phones  or  com¬ 
puters,  Pinterest  isn’t  yet  five  years  old,  but  among  women, 
who  make  up  over  80%  of  its  users,  it’s  already  more 
popular  than  Twitter,  which  has  a  market  capitalization  of 
more  than  $30  billion.  Pinterest’s  U.S.  user  base  is  projected 
to  top  40  million  this  year,  putting  it  in  a  league  with  both 
Twitter  and  Instagram  domestically,  and  it’s  moving  fast  to 
catch  up  with  them  overseas,  opening  offices  in  London, 
Paris,  Berlin  and  Tokyo  over  the  past  year.  International 
users  now  make  up  nearly  half  of  new  sign-ups,  according 
to  the  research  firm  Semiocast.  Pinterest  even  doubled  the 
number  of  active  male  users  in  the  past  year. 

To  date,  Pinterest’s  users  have  created  more  than 
750  million  boards  made  up  of  more  than  30  billion  in¬ 
dividual  pins,  with  54  million  new  ones  added  each  day. 
During  the  2013  holiday  season  Pinterest  accounted  for 
nearly  a  quarter  of  all  social  sharing  activity.  Among  social 
networks,  only  Facebook,  with  its  1.3  billion  users,  drives 
more  traffic  to  Web  publishers. 

All  that  activity  sounds  big,  but  it  understates  the 
moneymaking  opportunity  in  front  of  Pinterest,  which 
will  ultimately  be  judged  by  how  much  revenue  it  can 
wrest  from  its  users.  While  it’s  the  earliest  of  days  still, 
many  analysts  and  observers  believe  that,  on  the  basis  of 
average  revenue  per  user,  it’s  only  a  matter  of  time  before 
Pinterest  blows  past  Facebook,  Twitter  and  the  rest  of  the 
social  pack.  “They’re  going  to  bring  in  billions  of  dollars  a 
year,”  says  Dave  Weinberg,  founder  of  the  social  marketing 
company  Loop88. 

To  marketers,  Pinterest  represents  a  unique  proposition, 
a  new  medium  of  a  sort  that’s  never  existed  before.  One 
difference  is  temporal.  As  Silbermann  explains  it,  Facebook 
“is  about  your  connections,  your  past  events,  your  memo¬ 
ries.”  Users  on  Facebook  volunteer  a  staggering  amount  of 
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retrospective  information  such  as  birthplace,  alma  mater 
and  vacations,  data  the  company  can  use  to  power  its  highly 
targeted  ad  offerings.  Twitter  can’t  offer  that  level  of  detail, 
which  is  why  its  revenue  per  user,  at  around  $3.50,  is  only 
half  that  of  Facebook’s.  Twitter’s  value  remains  stuck  in  the 
now,  promising  advertisers  a  presence  in  real-time  con¬ 
versations  about  the  World  Cup,  a  presidential  election  or 
Orange  Is  the  New  Black. 

If  Facebook  is  selling  the  past  and  Twitter  the  present, 
Pinterest  is  offering  the  future.  “It’s  about  what  you  aspire 
to  do,  what  you  want  to  do  down  the  line,”  says  Silbermann. 
And  the  future  is  where  marketers  want  to  live.  When  a 
user  pins  an  image  of  a  wedding  dress  or  a  coffee  table  to 
one  of  her  boards,  she’s  sending  up  a  signal  flare  to  the  mer¬ 
chandiser  who  might  want  to  sell  her  that  wedding  dress 
or  coffee  table.  “There’s  intent  around  a  pin,”  says  Joanne 
Bradford,  Pinterest’s  head  of  partnerships.  “It  says,  ‘I’m 
organizing  this  into  a  place  in  my  life,’  like  when  people  tear 
out  a  page  of  a  magazine.” 

The  idea  of  being  able  to  locate  consumers  at  that  deli¬ 
cate  moment  when  browsing  becomes  shopping  has  mar¬ 
keters  intrigued.  “One  of  the  things  we’re  trying  to  figure 
out  strategically  is  how  to  tap  into  consumers  earlier  in 
the  inspiration  or  planning  phase,”  says  David  Doctorow, 
senior  vice  president  of  global  marketing  at  Expedia,  one 
of  Pinterest’s  charter  advertisers.  “We  don’t  have  great 
ways  to  identify  consumers  in  that  part  of  the  journey.” 

For  now  advertising  is  Pinterest’s  only  revenue  line. 

But  it  requires  only  the  tiniest  leap  to  conjure  a  scenario  in 
which  the  company  acts  as  middleman  for  the  hundreds 
of  thousands  of  retailers  already  showcasing  their  wares 
on  its  platform.  “The  next  step  will  be  how  do  we  make  it 
really  easy  for  you  to  go  out  and  buy  that  ring  or  take  that 
trip,”  says  Silbermann.  This  is  Amazon’s  turf,  but  Face- 
book  and  Twitter  have  been  making  incursions,  with  both 
companies  conducting  tests  of  “Buy”  buttons  for  friction¬ 
less  shopping.  Pinterest,  though,  has  natural  advantages 
in  e-commerce,  with  independent  research  showing  its 
users  are  more  likely  to  share  product  links  and  make  big 
purchases  than  users  of  other  social  platforms. 

If  Pinterest  is  going  to  lay  claim  to  the  future,  it  will 
have  to  knock  off  a  pretty  formidable  incumbent,  Google, 
which  is  also  in  the  business  of  harvesting  signals  of  in¬ 
tent  and  selling  them  to  marketers.  That’s  the  basis  of  its 
search  advertising,  the  engine  that  drives  roughly  two- 
thirds  of  the  company’s  $55  billion  in  annual  revenue. 

Silbermann,  who  spent  two  years  as  a  product  special¬ 
ist  in  Google’s  advertising  operation,  knows  what  he’s  up 
against.  For  all  his  midwestern  diffidence  (he  was  raised 
in  Des  Moines),  he’s  not  shying  away  from  the  confronta¬ 
tion.  In  his  Cannes  keynote  Silbermann  dismissed  Google 
as  “the  ultimate  card  catalog,”  an  outdated  technology 
useful  only  if  you  already  know  what  you’re  looking  for. 
Evan  Sharp,  Silbermann’s  cofounder,  puts  a  finer  point  on 


it.  Pinterest,  he  says,  “exposes  people  to  possibilities  they 
never  would  have  known  existed.” 

Pinterest  people  talk  of  this  open-ended  form  of  search 
as  discovery,  and  figuring  out  how  to  do  it  right  “is  the 
biggest  business  opportunity  in  the  last  10  to  20  years  for 
an  online  business,”  says  Tim  Kendall,  Pinterest’s  product 
head.  The  choice  of  time  frame  is  not  accidental:  As  Face- 
book’s  director  of  monetization  from  2006  through  2010, 
he  shaped  the  strategy  that  turned  that  company  into  the 
$200  billion  force  it  has  become.  He  says  Pinterest  will 


“SOLVING  DISCOVERY  IS  THE 
BIGGEST  OPPORTUNITY  IN 
THE  LAST  10  TO  20  YEARS 
FOR  AN  ONLINE  BUSINESS.” 


be  bigger— bigger  than  Facebook  and,  yes,  bigger  than 
Google.  “That’s  why  I  joined.” 

Silbermann  didn’t  always  know  what  he  was  look¬ 
ing  for.  It’s  tempting  to  assume  otherwise:  As  a 
child  in  Iowa  he  had  multiple  collections,  includ¬ 
ing  one  of  dried  insects  pinned  to  cardboard;  as 
an  adult  he  started  a  pinning  site  for  virtual  col¬ 
lectors  whose  most  avid  early  users  were  in  the  Midwest. 

But  the  path  was  nowhere  near  as  straight  as  that 
sounds.  Silbermann  grew  up  thinking  he’d  be  a  doctor  like 
his  parents,  both  of  whom  are  ophthalmologists.  An  accom¬ 
plished  cellist  and  debater,  he  spent  the  summer  before  his 
senior  year  in  high  school  at  MIT’s  elite  Research  Science 
Institute  and  then  enrolled  at  Yale,  where  he  took  premed 
courses.  Halfway  through  college,  though,  he  caught  the 
business  bug.  Instead  of  taking  the  MCAT  upon  graduation, 
he  took  a  job  as  a  management  consultant  at  the  Corporate 
Executive  Board  in  Washington,  D.C.  “Like  a  lot  of  young 
people,  I  just  wanted  a  job  at  the  beginning,”  he  says  of  tak¬ 
ing  the  road  more  traveled. 

He  quickly  grew  restless,  growing  increasingly  fascinat¬ 
ed  by  what  was  going  on  in  the  technology  industry,  which 
was  bouncing  back  from  the  implosion  of  the  Web  1.0  dot¬ 
com  bubble.  “I  would  read  blogs  on  it  in  my  free  time  and 
think,  What  am  I  doing?’  The  story  of  my  time,  this  thing 
that  I’m  superexcited  about,  was  happening  in  California, 
and  I  was  like,  ‘I’ve  got  to  get  out  there,’  ”  he  recalls.  After 
three  years  as  a  consultant  he  scored  “the  only  job  I  could 
get  at  Google,”  as  a  product  specialist,  and  moved  out  West 
in  2006.  Silbermann  spent  his  days  translating  customer 
feedback  into  product  refinements,  acquiring  a  skill  he 
considers  crucial  to  Pinterest’s  success.  But  troubleshooting 
ad  systems  wasn’t  what  he’d  come  out  West  to  do,  and  the 
loftier  ambitions  on  display  all  around  him  were  a  goad  to 
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Let  y©ur 
health  plan  go 
to  the  birds- 


Do  you  see  a  solution  to  the 
growing  gaps  in  your  benefits? 


Your  employees  may. 

It’s  called  voluntary  insurance,  and  almost 
60  percent  of  employees  wish  their  employer 
offered  it1. 

In  this  changing  insurance  landscape,  Aflac  has 
offered  voluntary  coverage  and  nothing  else  for 
nearly  60  years.  And  it  shows.  With  a  one-day 
average  turnaround2  for  online  claims,  Aflac  is  a 
great  way  to  make  employees  happy,  which  may 
make  you  happy  as  well. 

Best  of  all,  Aflac  comes  at  no  direct  cost  to 
employers  like  you.  Just  add  a  payroll  deduction, 
notify  your  workforce  and  let  it  fly. 

Call  your  local  agent  and  visit 

aflac.com/business 


Aflac. 

'201 3  Aflac  WorkForces  Report  a  study  conducted  by  Research  Now  on  behalf  of  Aflac,  January  7-24, 201 3. 2Aflac  Company  Statistics,  October  201 3,  One  day  processing  turnaround  based  on  business 
days  after  required  documents  are  received.  Online  claims  available  for  Accident,  Sickness,  Cancer  &  Wellness  claims.  Coverage  is  underwritten  by  American  Family  Life  Assurance  Company 
of  Columbus.  In  New  York,  coverage  is  underwritten  by  American  Family  Life  Assurance  Company  of  New  York.  Worldwide  Headquarters  1 1932  Wynnton  Road  I  Columbus.  GA  31999 
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his  own.  Silbermann  decided  to  quit  and  tiy  to  start  his  own 
company. 

He  hooked  up  with  a  Yale  classmate,  Paul  Sciarra,  and 
in  2008  the  two  started  Cold  Brew  Labs.  Its  first  product 
was  a  shopping  app  called  Tote,  which  struggled  to  stir  up 
interest.  Silbermann  was  visiting  New  York  when  he  met 
through  a  mutual  friend  a  Columbia  architecture  student 
named  Evan  Sharp.  “We  both  had  the  same  hobby,  which 
was  the  Internet,”  Sharp  says.  “I  grew  up  in  rural  Pennsyl¬ 
vania,  and  Ben  grew  up  in  Des  Moines.  For  both  of  us,  in 
a  way,  the  Internet  was  this  really  precious  window  into 
worlds  outside  our  day-to-day  experience.” 

Sharp  told  Silbermann  about  his  collection  of  thousands 
of  architectural  drawings  and  photos,  which  had  become 
increasingly  hard  to  organize.  That  resonated  with  Silber- 


THE  SOPHOMORE  SURGE 

After  a  sluggish  first  year  Pinterest  has  been  showing  the 
kind  of  growth  Facebook  and  Twitter  saw  in  their  early  days. 


160  ,  UNIQUE 


2nd  year  3rd  4th  5th  6th 


SOURCE:  COMSCORE.  MOBILE  TRAFFIC  EXCL.  PRE  2/13. 

mann,  who’d  noticed  that  Tote’s  users  seemed  more  inter¬ 
ested  in  saving  photos  of  products  than  in  buying  the  prod¬ 
ucts  themselves.  He  invited  Sharp  to  join  Cold  Brew  Labs, 
and  together  the  three  launched  the  first  desktop  version 
of  Pinterest  in  March  2010.  Users  could  save  images  from 
anywhere  on  the  Web  to  thematically  organized  boards— 
“Nail  Art,”  “Honeymoon  Ideas,”  “Viking  Designs”  and  so 
on— as  well  as  follow  other  users  and  their  boards.  Every 
section  was  a  free-form  grid  that  scrolled  in  a  never-ending 
succession  of  pictures  and  words.  As  the  work  progressed, 
Sharp  moved  to  the  Bay  Area  and  took  a  job  at  Facebook  to 
support  himself  while  the  three  worked  from  their  make¬ 
shift  offices,  a  “dirty  apartment”  in  Palo  Alto. 

This  is  the  point  in  the  story  where  usually  the  founders 
hit  on  the  novelty  that  makes  their  product  go  viral  over¬ 
night.  That  wasn’t  how  it  happened  with  Pinterest.  Its  early 
gains  were  the  result  of  laborious  word-of-mouth  market¬ 
ing,  with  Silbermann  leaning  on  everyone  in  his  network  to 
spread  the  word  and  personally  contacting  several  thou¬ 
sand  users  to  quiz  them  about  what  they  liked  and  disliked. 
“If  he  hadn’t  done  that,  my  guess  is  we  would’ve  given  up  in 


a  few  more  months,”  says  Sharp,  31.  “It’s  kind  of  ridiculous 
how  long  we  worked  on  it,  given  how  little  success  we  were 
seeing.” 

Nor  was  it  an  overnight  sensation  with  investors.  “He 
had  a  hell  of  a  time  raising  money  in  the  beginning,”  says 
Ron  Conway,  a  perpetual  member  of  the  Forbes  Midas  List, 
whose  firm,  SV  Angel,  invested  in  April  2011  at  the  urging 
of  fellow  angel  Shana  Fisher.  Yelp  CEO  Jeremy  Stoppelman 
was  one  of  those  who  failed  to  see  the  potential.  “A  friend 
sent  it  to  me,  and  I  didn’t  even  take  the  meeting,”  he  recalls. 
“I  was  like,  ‘Ehhhh,  this  is  interesting,  but  I  don’t  know 
what  to  do  with  it.  It’s  too  conceptual  for  me.’  ”  (Fortunately 
for  Stoppelman,  the  opportunity  came  back  around  a  year 
later  courtesy  of  Eventbrite  CEO  Kevin  Hartz,  whose  en¬ 
thusiasm  for  Pinterest  won  him  over.) 

Those  days  are  past.  To  date,  Pinterest  has  raised 
$764  million  in  seven  rounds  from  a  group  of  investors  that 
includes  FirstMark  Capital,  Andreessen  Horowitz  and  Bes¬ 
semer  Venture  Partners.  In  May  it  closed  that  blockbuster 
$200  million  round  that  provided  fuel  for  its  international 
expansion.  At  that  valuation— and  given  the  mania  for  fast- 
growth  companies  over  the  ensuing  six  months,  a  raise  in 
the  range  of  $8  billion  to  $10  billion  is  possible— Silber- 
mann’s  estimated  15%  stake  and  Sharp’s  estimated  10% 
would  make  them,  on  paper,  candidates  for  the  FORBES 
billionaires  list. 

Others  are  jumping  on  the  gravy  train.  With  more  than 
400  employees— up  from  fewer  than  20  in  early  2012— Pin¬ 
terest  has  just  signed  a  lease  on  another  building  in  the 
neighborhood  (it  moved  into  its  current  location  just  two 
years  ago).  “I  spend  a  lot  more  of  my  time  trying  to  clearly 
communicate  where  we’re  going  so  everyone  can  march 
in  the  same  direction,”  Silbermann  says.  “Technology  has 
made  it  easier  for  small  teams  to  scale  fast,  but  no  one’s  ever 
released  something  that  makes  it  easy  to  build  a  culture 
proportionately  as  fast.” 

The  cornerstone  of  Pinterest’s  culture  is  a  principle 
they  call  Knit.  Whereas  other  big  tech  companies  in  the 
Valley  are  led  by  people  of  one  skill  set— engineers  at 
Google,  designers  at  Apple-Pinterest  solves  problems  by 
combining  different  kinds  of  expertise.  “That  way  you  can 
produce  something  that  no  one  individual  with  one  ex¬ 
pertise  could  have  produced  on  their  own,”  says  product 
chief  Kendall.  As  a  visual  reminder,  a  diagonal  beam  in 
the  lobby  is  covered  in  a  crocheted  cozy.  ‘We’re  trying  to 
build  a  culture  of  deep  appreciation  for  different  disci¬ 
plines  is  how  I’d  put  it,”  Sharp  says. 

Despite  their  similarities,  Silbermann  and  Sharp  have 
slipped  into  complementary  roles.  (Sciarra,  the  third  co¬ 
founder,  left  Pinterest  in  April  2012,  finding  a  soft  landing 
as  an  entrepreneur-in-residence  at  Andreessen  Horowitz. 
“Ben  was  the  guy  to  take  the  company  into  its  next  phase, 
and  he’s  doing  an  excellent  job,”  he  says.)  The  linear- 
minded,  strategic  former  management  consultant  was  the 
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SEE  SOMETHING  YOU  LIKE? 

Pinterest  users  have  created  more  than  750  million  “boards,”  comprising  30  billion 
individual  pins.  Here’s  one  we  made:  Stuff  We  Saw  at  Pinterest’s  San  Francisco  Office. 
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Orchid  vases  or  iced  tea  glasses? 
Seagull  image  wd  make  great  for 
beach  house. 
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Emerald  green  works  better  for  me. 
Rooster  at  home  required  to  wake 
from  naps 


natural  choice  for  CEO.  No  rah-rah  motivator,  he  spent  a 
recent  evening  diagramming  the  company’s  internal  com¬ 
munications  channels  on  a  whiteboard  to  figure  out  which 
ones  were  working  best.  Sharp,  a  more  lateral  thinker, 
became  chief  creative  officer.  “I’d  say  I’m  a  little  more  crazy 
than  Ben  is  and  a  little  more— I  don’t  want  to  say  artistic  but 
a  little  more  on  the  creative  side,”  Sharp  says.  “My  mind  is 
like  a  warren,  whereas  Ben’s  is  like  a  f-king  database.” 

Sharp  sometimes  feels  bemused  by  the  speed  of  all  the 
change  around  him.  “It’s  something  you  don’t  hear  a  lot 
about  necessarily,  but  it’s  a  very  weird  process  to  grow  up 
with  the  company  but  not  to  be  the  face  of  it  as  much,”  he 
says.  “It  can  make  you  feel  insecure.  I  feel  great,  but  I  could 
see  how  a  lot  of  cofounders  end  up  spinning  out  or  burning 


Interlo 

Fun  Pillows 

out  of  companies  that  they  aren’t  the  CEO  of,  because  you 
have  to  really  be  confident  that  you’re  contributing.” 

In  a  conference  room  in  Bellevue,  Wash,  a  crew  of 
Pinterest  ambassadors  tutor  executives  from  Ex- 
pedia  in  the  art  of  pinning.  Larkin  Brown,  a  chic, 
willowy  user-experience  researcher,  explains 
how  the  different  reasons  users  pin  things— to 
plan  a  project,  to  compare  different  styles  or  just  for 
inspiration-correspond  to.  the  phases  of  the  so-called 
purchase  funnel:  awareness,  consideration,  preference 
and  purchase.  “The  thing  that’s  important  to  under- 
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stand  is  it’s  the  pin  that  triggers  the  mode,”  says  Brown. 
She  hands  off  the  PowerPoint  clicker  to  Kevin  Knight, 
head  of  agency  and  brand  marketing,  who  stresses  that 
every  board  a  brand  creates  ought  to  correspond  to  an 
interest  someone  might  have,  since  that’s  how  users  or¬ 
ganize  their  own  boards.  “Patio  furniture  isn’t  an  interest; 
outdoor  living  is  an  interest,”  he  says.  Around  the  table 
heads  nod  and  pens  scribble.  In  2013  Expedia  spent  more 
than  $1.7  billion  on  advertising  and  marketing  across  its 
brands,  which  include  Expedia.com,  Hotels.com  and 
Trivago. 

Pinterest  conducts  these  five-hour  workshops  for  the 
dozen  or  so  partners  in  its  Promoted  Pins  program— 
i.e.,  its  advertising  clients,  each  of  which  committed 
between  $1  million  and  $2  million  for  a  six-month  run. 
After  a  workshop,  participants  typically  see  the  inter¬ 
action  rate  on  their  pins  increase  by  25%.  Making  sure 
advertisers  know  what  they’re  doing  before  they  start 
spending  money  ensures  they’ll  be  happy  with  the  result, 
says  Bradford,  who  oversees  sales.  They’d  best  be  happy, 
since  charter  advertisers  are  reportedly  paying  $30  to 
$40  per  thousand  impressions— several  times  the  rate 
Facebook  commands. 

Like  Facebook’s  Sponsored  Posts  and  Twitter’s  Pro¬ 
moted  Tweets,  Promoted  Pins  are  a  form  of  so-called 
native  advertising,  in  which  an  ad  takes  the  same  form 
as  the  user-generated  content  around  it.  Native  advertis¬ 
ing  evolved  in  response  to  what  marketers  call  “ban¬ 
ner  blindness,”  the  tendency  of  Web  users  to  tune  out 
adjacent  ads.  It’s  also  turned  out  to  be  perfect  for  mobile 
phone  screens,  where  ads  must  appear  in  the  main  feed 
or  not  at  all.  More  than  90%  of  Pinterest  usage  is  on 
mobile,  higher  than  Facebook  (68%)  and  Twitter  (86%), 
according  to  comScore. 

But  there’s  native  and  then  there’s  native.  Facebook 
may  know  you’re  a  Cleveland  Browns  fan  who  takes  a 
size  XL,  but  when  it  shows  you  an  ad  for  a  Dawg  Pound 
sweatshirt  in  your  News  Feed,  it’s  still  an  unwanted 
interruption,  because  who  goes  on  Facebook  looking 
to  buy  a  sweatshirt?  Pinterest  users,  on  the  other  hand, 
are  very  much  in  the  mode  of  planning  how  to  spend 
their  money.  If  you’re  browsing  for  beach  vacation 
ideas,  an  Expedia  pin  showing  all-inclusives  in  Cancun 
isn’t  an  intrusion— it’s  just  more  information.  “Pinter¬ 
est  is  a  place  people  come  to  discover  things  they  love,” 
says  the  firm’s  head  of  operations,  Don  Faul,  a  veteran 
of  both  Facebook  and  Google.  “Brands  are  at  the  center 
of  that.”  To  make  sure  its  ads  never  feel  too  much  like 
ads,  Pinterest  has  a  few  ground  rules:  Every  Promoted 
Pin  has  to  start  out  as  an  ordinary  pin,  living  on  the 
partner’s  boards,  and  stunts  like  price  promotions  and 
contests  are  off-limits. 

For  high-end  marketers  in  particular,  context  is 
everything.  Yahoo’s  Marissa  Mayer  calls  it  the  “Vogue 


phenomenon,”  alluding  to  the  way  glossy  magazine  ads 
seem  like  they’re  part  of  the  experience,  while  online 
ads  are  always  a  nuisance.  Yahoo’s  $1  billion  acquisi¬ 
tion  of  Tumblr,  another  visual  social  network,  was 
Mayer’s  attempt  to  re-create  the  phenomenon  in  pixels; 
Pinterest,  with  a  bigger,  more  focused  audience,  has  a 
better  shot. 

“With  Pinterest,  at  least  people  have  shown  some  in¬ 
tention  to  be  served  the  content  you’re  providing  them,” 
says  Meghan  Burns,  marketing  director  for  Vineyard 


“I’M  REALLY  WAITING  FOR 
THAT  SECOND  TIER  OF  DATA 
TO  SAY,  ‘SHOPPERS  ARE 
READY  TO  BUY  HERE.”’ 


Vines.  “As  a  luxury  brand  it’s  a  huge  step  in  the  right  di¬ 
rection.  We  can  buy  impressions  all  day  long,  but  it’s  all 
about  maintaining  a  positive  association  with  the  brand.” 

Pinterest  provides  a  suite  of  tools  to  help  brands 
quantify  the  return  on  their  time  and  dollars  and  is 
collaborating  with  them  to  develop  new  ones  tailored 
to  their  needs.  Burns  says  her  company’s  Web  traffic 
and  new  users  numbers  are  up  since  it  started  paying 
to  promote  pins,  and  its  nonpaid  pins  are  also  perform¬ 
ing  better  on  measures  of  audience  reach  and  engage¬ 
ment.  While  one  analysis  of  data  from  25,000  retail¬ 
ers  showed  that  users  driven  to  commerce  sites  from 
Pinterest  are  10%  likelier  to  buy  something  than  those 
coming  from  other  social  sites,  Burns  wants  more  con¬ 
vincing  proof  that  the  brand’s  Pinterest  fans  are  con¬ 
verting  into  sales.  “I’m  really  waiting  for  that  second 
tier  of  data  to  say,  ‘Shoppers  are  ready  to  buy  here,’  ” 
she  says. 

Once  that  happens,  why  not  just  sell  to  them  directly? 
E-commerce  is  clearly  part  of  Pinterest’s  road  map,  but 
even  with  that  war  chest,  it  is  still  in  ramp-up  mode. 

Its  workforce  remains  one-eighth  the  size  of  Twitter’s, 
much  less  Facebook’s  or  Google’s,  which  still  means 
doing  things  one  at  a  time,  even  if  it  means  letting  rivals 
get  a  head  start. 

That  doesn’t  bother  Silbermann  and  Sharp.  They’re 
not  focused  on  selling  stuff  to  their  users  any  more  than 
Silbermann  was  thinking  about  selling  ads  when  he 
walked  into  the  Hotel  du  Cap. 

The  opportunity  is  much  bigger.  “How  do  we  do  for 
discovery  what  Google  did  for  search?”  Silbermann 
muses.  “How  do  we  show  you  the  things  you’re  going  to 
love  even  if  you  didn’t  know  what  you  were  looking  for? 
We  think  if  we  answer  that  question,  all  the  other  parts 
of  the  business  will  follow.”  Q 
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TOP  ENTREPRENEURS 


HOUZZ 

RETAILS  NEW 
POWER  COUPLE 

Not  many  billion-dollar  startups  are  run  by  a  wife  and  husband  with 
three  little  kids.  In  fact,  there’s  only  one.  Inside  the  exhausting  but 
successful  balancing  act  at  Houzz. 

BY  GEORGE  ANDERS 


We’re  not  typical  founders,”  says 
Adi  Tatarko,  poking  at  a  paper- 
plate  lunch  of  diced  tomatoes  and 
cucumbers.  “We’re  simple  people. 
We  don’t  come  from  privileged 
backgrounds.”  The  chief  executive  officer  of  Houzz  is 
doing  her  best  to  dodge  any  discussion  of  the  econom¬ 
ic  gains  that  she  and  her  husband,  Alon  Cohen,  have 
created  with  their  home  design  website.  He’s  mum  on 
the  topic,  letting  her  talk  while  spearing  some  falafel 
with  his  plastic  fork. 

Just  five  years  after  starting  Houzz  at  their  kitchen 
table,  the  two  Israeli  immigrants  have  produced  one 
of  the  top  200  Web  properties  in  the  U.S.  If  you’re  a 
homeowner  looking  for  dreamy  new  ideas  for  your 
kitchen  remodel  or  if  you’re  a  designer  wanting  to 
drum  up  business,  Houzz  may  well  be  your  happy 
place.  Each  month  Houzz  draws  more  than  25  mil¬ 
lion  visitors  to  its  endlessly  shoppable  photo  galleries, 
more  traffic  than  retailing  giants  such  as  Nordstrom, 
Gap  and  Staples  enjoy.  Venture  investors,  betting  that 
Houzz  will  capture  big  chunks  of  the  $300  billion 
global  design  and  decor  market,  now  value  the  compa¬ 
ny  at  more  than  $2  billion.  To  the  founders’  professed 


astonishment,  their  combined  stake  of  nearly  a  third  of 
the  company  puts  their  combined  net  worth  meaning¬ 
fully  north  of  $500  million. 

In  Silicon  Valley’s  bro-coder  culture,  it’s  rare  to 
find  a  female  executive  at  the  top,  let  alone  a  couple 
who  started  dating  in  the  1990s  and  still  share  take¬ 
out  lunches  most  days  of  the  week.  Among  venture- 
funded  companies,  only  13%  have  a  female  cofounder, 
Pitchbook  reported  last  year.  Even  when  funding  oc¬ 
curs,  women-led  startups  often  make  do  with  less  cap¬ 
ital  than  their  male-run  counterparts.  Yet  Tatarko  and 
Cohen  have  raised  more  than  $200  million  in  venture 
capital,  including  a  $165  million  whopper  of  a  round 
negotiated  earlier  this  year.  Tatarko  runs  Houzz  with 
a  style  that  makes  no  apologies  for  her  gender  or  her 
nontechnical  background.  Instead,  she  blends  razor- 
sharp  strategic  thinking  with  down-to-earth  gestures 
that  help  rally  other  people  to  her  way  of  doing  things. 

Houzz’s  first  client  was  Tatarko  herself,  trying  to 
get  ideas  for  remodeling  their  four-bedroom  ranch 
house  in  Palo  Alto,  Calif.  Even  today  Houzz  avoids 
talking  up  trophy  homes  in  favor  of  showing  people 
ideas  that  feel  right  for  their  own  neighborhoods.  “We 
like  founders  who  build  companies  to  solve  problems 
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UNTIL  DEBT  DO  WE  PART 

It’s  not  easy  to  make  it  work  (we’d  put  the  degree  of  difficulty  at  around  an  8.5  out  of  10),  but  some  couples  do  pull  off 
the  staggering  feat  of  staying  married  while  starting  and  running  a  business— without  killing  each  other. 


DIANE  GREENE  AND 
MENDEL  ROSENBLUM 
VMWARE 


She:  Founding  CEO  of  the 
virtualization  software 
firm.  He:  Ex-chief  scientist. 
Market  cap:  $39  billion. 


KEVIN  AND  JULIA 
HARTZ,  EVENTBRITE 

She:  President  of  the 
online  event-planning  site. 
He:  CEO.  Raised  $197  mil¬ 
lion  to  date.  Sporting  a  $1 
billion  private  valuation. 


GARY  ERICKSON  AND 
KIT  CRAWFORD 


CLIF  BAR  &  CO. 

She  and  he:  Co-owners 
and  co-"chief  visionary 
officers.”  Sold  a  20%  stake 
to  employees  in  2010. 


STEWART  AND  LYNDA 
RESNICK,  ROLL  GLOBAL 

She  and  he:  Co-chairs  of 


holding  company  that  owns 
Teleflora,  Fiji  Water,  POM 
Wonderful.  Self-made  bil¬ 
lionaires  worth  $3.8  billion. 


MELVIN  AND  ELLEN 
GORDON,  TOOTSIE  ROLL 

She:  President.  He:  Chair¬ 
man.  Ultra-press-shy 
couple  have  run  Chicago 
candy  concern  for  more 
than  50  years. 


in  their  own  lives,  even  if  they  aren’t  experts  in  the 
field,”  says  Alfred  Lin,  a  Sequoia  Capital  partner  who 
began  funding  Houzz  in  2011.  “They  unpack  issues  in 
a  way  that  people  in  the  industry  have  never  unpacked 
them.  They  see  things  that  everyone  else  misses.” 

So  far  investors  have  been  eager  to  bankroll  Houzz 
on  the  expectation  that  the  site’s  huge  consumer 
base  is  bound  to  pay  off  somehow.  With  just  over  300 
people  on  its  payroll  Houzz  has  largely  covered  costs 
to  date  without  rushing  into  an  aggressive  moneymak¬ 
ing  strategy.  One  handy  source  of  cash  has  been  the 
annual  listing  fees— typically  $2,500  to  $4,000— paid 
by  several  thousand  architects  and  designers  for  extra 
visibility  in  Houzz’s  regional  directories.  A  bit  more 
money  trickles  in  via  paid  listings  for  big  manufactur¬ 
ers  and  retailers,  such  as  Kohler  and  Ikea. 

In  late  September  Houzz  unveiled  a  test  of  its  big- 
league  revenue  play:  a  marketplace  in  which  consum¬ 
ers  can  click  to  buy  whatever  bathtubs,  sofas  or  other 
delights  they  see  on  the  site.  That’s  likely  to  put  pres¬ 
sure  on  existing  online  retailers  of  home  decor  such  as 
Wayfair  and  One  Kings  Lane.  The  incumbents  spend  a 
lot  on  marketing  to  woo  customers,  while  also  endur¬ 
ing  the  hassles  of  overseeing  supply  chains.  By  contrast, 
Houzz  keeps  increasing  traffic  by  word  of  mouth  and 
has  attracted  1  million  listings  by  acting  strictly  as  a  go- 
between.  Instead  of  stocking  inventory,  Houzz  routes 
orders  to  the  appropriate  manufacturers  or  retailers 
while  collecting  a  15%  commission.  Houzz’s  customer- 
service  team  will  patrol  vendors’  ability  to  make  good 
on  customers’  orders.  With  far  more  traffic  than  the 
incumbents,  Houzz  could  reach  $1  billion  in  sales  easily 
in  the  next  five  years— if  it  can  turn  all  those  browsers 
into  buyers. 

Once  Tatarko  and  Cohen  break  from  their  lunch, 
they  head  to  separate  corners  in  the  company’s  big, 


open-plan  offices  in  Palo  Alto.  Company  President 
Cohen  sits  in  the  heart  of  engineering-land,  obses¬ 
sively  tweaking  the  website  and  tablet  app.  He  and 
developer  Guy  Shaviv  have  filed  a  patent  on  some  of 
Houzz’s  features,  such  as  little  green  information  tags 
that  are  attached  to  buyable  products  in  millions  of 
photos,  inviting  viewers  to  click  for  more  details.  To 
avoid  having  the  tags  look  like  aggressive  advertise¬ 
ments,  Shaviv  arranged  for  them  to  sway  like  tiny 
Christmas  ornaments  in  the  mobile  version.  Hidden 
algorithms  create  dozens  of  pendulum  arcs  that  can 
govern  each  tag.  No  two  wiggle  at  the  same  rate. 

Tatarko,  meanwhile,  sits  at  a  sparse  white  desk  in 
the  editorial  department.  Perched  atop  her  monitor  is 
a  row  of  tiny  rubber  ducks,  a  gift  from  one  of  Houzz’s 
engineers.  The  42-year-old  CEO  keeps  them  on  display 
so  everyone  knows  it’s  all  right  to  be  playful  at  work.  On 
Fridays  Tatarko  serves  her  ritual  cake  and  ice  cream  for 
the  employees  celebrating  a  birthday  that  week.  Don’t 
mistake  that  bonhomie  for  an  eagerness  to  please.  When 
serious  issues  arise,  Tatarko  turns  into  a  verbal  tornado, 
prevailing  over  even  the  most  garrulous,  deep-voiced 
male.  “I’m  a  woman,  so  I’m  more  emotional,”  she  says. 

di  Tatarko  grew  up  in  Israel  in  a  family  of 
ambitious  working  women.  Her  mother 
sold  real  estate;  her  grandmother  had 
been  a  prominent  fashion  designer,  fly¬ 
ing  abroad  for  exhibitions  when  women 
simply  didn’t  do  such  things.  “I  was  fascinated  how 
she  juggled  everything  so  well,”  Tatarko  says.  “I  was  so 
proud  of  her.” 

Tatarko  graduated  in  1996  from  the  Hebrew  Univer¬ 
sity  of  Jerusalem  with  an  international  studies  degree 
and  hazy  plans  to  travel  and  “make  ugly  places  beauti¬ 
ful.”  Rambling  through  Thailand  with  two  girlfriends, 
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she  ended  up  on  a  15-hour  bus  ride  from  Bangkok  to 
the  island  of  Koh  Samui.  (“We  didn’t  have  enough 
money  to  buy  plane  tickets,”  she  recalls.)  She  sat  in 
front,  keeping  her  distance  from  three  young  Israeli 
men  in  the  back.  But  the  driver  wanted  the  front  seats 
empty,  so  he  tugged  her  toward  the  back  and  depos¬ 
ited  her  next  to  a  tall  redhead,  Alon  Cohen. 

“We  talked  nonstop  for  the  whole  bus  ride,”  Ta- 
tarko  says.  “It  was  like  four  dates,  one  after  another.  It 
was  wonderful.”  (Cohen  remembers  that  she  did  most 
of  the  talking.)  The  two  of  them  stuck  together  for 
the  rest  of  the  vacation.  When  they  got  back  to  Israel, 
they  opened  a  small  tech-services  company,  PROmis 
Software.  In  1998  they  married  and  shortly  afterward 
moved  to  New  York,  where  both  saw  better  opportu- 


“WE  UPDATE  OUR  HOUZZ 
PROFILE  EVEN  BEFORE 
WE  UPDATE  OUR  OWN 
WEBSITE 


nities.  They  kept  heading  west:  By  2001  they  were  in 
Silicon  Valley,  where  Cohen  wound  up  running  engi¬ 
neering  teams  at  eBay  that  worked  on  everything  from 
monetization  strategies  to  application  programming 
interfaces,  or  APIs,  which  make  it  easier  for  outsid¬ 
ers  to  work  with  eBay’s  data.  Tatarko’s  ambitions  took 
a  backseat:  Her  first  son  was  born  in  2002;  another 
followed  in  2006.  She  worked  part-time  for  Common¬ 
wealth  Financial,  coaching  clients  on  how  to  manage 
their  money. 

The  idea  for  Houzz  emerged  from  the  couple’s 
three-year  struggle  to  get  their  own  home  renova¬ 
tion  organized  properly.  They  were  amazed,  and  then 
fiercely  motivated,  by  the  fact  that  even  after  a  15-year 
stampede  of  consumer  Internet  startups  nobody  online 
had  solved  such  a  big,  common  need.  Penny-pinchers 
by  nature,  they  allotted  just  $2,000  a  month  for  the 
task.  He  worked  next  to  the  kitchen,  coding  the  site. 

She  drummed  up  content,  coaxing  a  former  Sunset 
magazine  editor  to  join  her.  In  an  early  chat  Tatarko 
scrunched  down  on  a  beanbag  chair  and  spelled  out 
the  site’s  guiding  philosophy:  “Be  welcoming.  Don’t 
hunt  for  one  official  sense  of  taste.  Stay  away  from  ce¬ 
lebrity  homes.  This  isn’t  about  unrealizable  fantasies. 
It’s  a  site  where  users  can  see  realistic  ideas  for  their 
own  homes.”  Houzz  became  an  explorer’s  haven,  let¬ 
ting  jittery  homeowners  browse  as  long  as  they  choose, 
gradually  sharpening  their  tastes  and  budgets  until  they 
could  say  with  confidence:  “Here’s  what  we  want.” 

While  traffic  originally  came  mostly  from  the  Bay 


Area,  word  of  mouth  soon  brought  a  global  follow¬ 
ing.  Architects  and  interior  designers  clamored  to 
post  photos,  giving  the  site  a  trove  of  free  content  and 
ideas.  Stampeded  by  new  visitors,  Alon  Cohen  realized 
in  late  2009  that  he  had  reached  a  crossroads.  Houzz 
couldn’t  be  a  weekend  hobby  anymore.  The  fast-grow¬ 
ing  company  needed  20  servers  to  sustain  its  likely 
data  load.  It  needed  full-time  engineers  and  full-time 
editors.  Cohen  was  going  to  have  to  quit  eBay,  and 
Houzz  needed  far  more  cash  than  Tatarko  and  Cohen 
were  dribbling  into  it. 

Where  to  turn?  “Adi  and  I  were  scared  of  venture 
capitalists  then,”  Cohen  recalls.  It  was  clear  that  the 
couple  could  turn  a  small  profit  by  jamming  the  site 
full  of  ads,  or  by  insisting  that  architects  and  clients 
pay  extra  to  learn  enough  about  each  other  to  get  con¬ 
nected.  Tatarko  refused  both  choices.  She  wanted  to 
spend  at  least  a  year  or  two  making  Houzz  the  friend¬ 
liest,  smoothest  site  possible,  free  of  charge,  before 
worrying  about  revenue.  Neither  founder  wanted  to 
take  money  from  a  financier  who  might  arm-twist 
them  to  put  profits  ahead  of  quality. 

Safety  arrived  in  Oren  Zeev,  a  Silicon  Valley  angel 
investor  recommended  by  a  mutual,  Israeli-born  ac¬ 
quaintance.  He  promised  the  Houzz  founders  they 
would  stay  in  charge.  He  would  focus  on  supporting 
their  vision.  In  July  2010  he  led  a  syndicate  of  inves¬ 
tors  that  took  a  35%  stake  for  $2  million.  Venture  capi¬ 
talists  followed  later;  so  did  individual  funders  such  as 
David  Sacks,  the  cofounder  of  office-productivity  tool 
Yammer,  who  fell  in  love  with  Houzz  while  gut-rehab- 
bing  a  San  Francisco  town  house.  “We’d  start  scrolling 
through  pictures,  and  we  couldn’t  stop,”  he  recalled. 

The  iPad’s  debut  that  April  confirmed  the  power 
of  Houzz’s  photo-rich  content,  which  was  just  right 
for  bedtime  tablet  browsing  or  lunchtime  chats  be¬ 
tween  architects  and  their  clients.  Well  before  the 
iPad’s  splashy  debut  in  April  2010  Cohen  and  former 
eBay  buddy  Guy  Shaviv  set  out  to  release  a  killer  app 
the  day  the  tablet  launched.  Cohen’s  first  version  was 
a  “bad”  product  in  his  mind,  so  perfectionist  Cohen 
vowed  to  create  an  upgrade  that  would,  at  least,  be  “not 
bad.”  To  his  surprise,  customers  started  cheering  right 
away.  Houzz’s  first  iPad  app  won  4.5  out  of  5  stars;  later 
versions  scored  a  perfect  5.  People  download  the  app 
incessantly,  and  many  log  on  more  than  100  times  a 
month.  Architects  and  interior  designers  no  longer  lug 
big  binders  to  client  meetings.  They  show  up  with  iPads 
running  Houzz.  “I  don’t  think  we  could  get  that  many 
business  leads  any  other  way,”  says  Mike  Close,  who 
runs  Spinnaker  Development,  a  luxury  home  builder 
in  Orange  County,  Calif.  “In  fact,  we  update  our  Houzz 
profile  even  before  we  add  something  to  our  website.” 

Even  so,  the  temptation  to  sell  ads  persisted.  Zeev 
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was  intrigued  by  the  idea,  and  to  some  ex¬ 
tent  so  was  Cohen.  Tatarko  refused.  “She 
was  adamant,”  Zeev  says.  “She  made  it 
very  clear  that  bringing  in  advertising  so 
soon  would  compromise  the  user  experi¬ 
ence.”  The  resolution:  Houzz  would  stay  ad 
free  and  make  its  finances  work  by  keep¬ 
ing  a  tight  rein  on  spending.  Tatarko  led 
by  example,  flying  coach  on  cross-country 
flights  even  in  2013,  when  she  was  preg¬ 
nant  with  her  third  child. 

As  the  uncluttered,  ad-free  site  continued 
its  torrid  traffic  growth,  Houzz  raised  big¬ 
ger  sums  for  the  battles  ahead.  These  days 
international  expansion  is  top  of  mind  for 
Tatarko.  She  has  opened  sites  for  the  U.K. 


Zeev.  “Other  than  work  and  family,  they 
really  don’t  have  a  life.”  Many  nights  Cohen 
works  late  and  Tatarko  dashes  home  to  join 
the  boys  for  dinner.  When  Tatarko  travels 
on  business,  they  reverse  roles.  No  Davos, 
no  charitable  boards,  no  vacation  homes. 

Instead  of  hiding  these  work-life  strains, 
Tatarko  shares  them  freely.  “I  love  to 
cook,”  she  confides.  “But  there  just  isn’t 
time  for  me  to  do  that  myself  anymore. 

So  I’ve  given  my  recipes  to  someone  who 
makes  them  instead. 

I’m  trying,  I’m  trying,” 
she  adds.  “I  hope  I’m 
doing  the  right  thing.” 

One  bright  spot  for  Tatarko  involves 
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2  GENTHERM 

NORTHVILLE,  Ml 

AUTO  &  TRUCK  PARTS 

$754  75%  53% 


3  EPAM  SYSTEMS 

NEWTOWN,  PA 
COMPUTER  SERVICES 

$633  32%  224% 


CLOSE  UP: 

Arkadiy  Dobkin,  EPAM  Systems’  CEO,  cofounded  the 
company  in  1993,  alongside  fellow  Belarus  native  Leo 
Lozner.  This  year  the  company  acquired  Jointech  in  a 
play  to  expand  EPAM’s  financial  tech  services  in  Asia.  It  also  snapped  up 
NetSoft  USA  in  a  move  into  IT  services  for  health  care  companies. 


and  Australia,  with  additional  ones  coming 
soon  for  France  and  Germany.  Regional  edi¬ 
tors  are  hard  at  work,  rejiggering  American 
terms  such  as  “siding”  and  “backsplash” 
into  their  rightful  Aussie  equivalents  (“clad¬ 
ding”  and  “splashback”).  Tatarko  says  she 
wants  Houzz  to  accelerate  the  global  flow 
of  design  ideas,  so  that  a  cleverly  configured 
kitchen  in  Milan  can  inspire  homeowners  in 
North  America  and  Asia,  too. 

hat  could  go  wrong? 
Angel  investor  Zeev 
frets  that  the  found¬ 
ers,  especially  Tatarko, 
might  stretch  them¬ 
selves  too  thin.  Twelve-hour  workdays  are 
routine,  but  Tatarko  and  Cohen  are  par¬ 
ents,  too,  and  both  insist  on  finding  time 
somehow  to  be  with  their  three  sons  (ages 
12,  8  and  nearly  1).  “They’re  juggling,”  says 


reading  Harry  Potter  novels  to  her  mid¬ 
dle  son  as  a  bedtime  treat.  Cohen  plays 
basketball  regularly  with  oldest  son  Ben. 
And  there’s  a  new  rule  at  home,  calling  for 
everyone  to  unplug  from  devices  during 
family  time.  Still,  Tatarko  says,  there  are 
times  she  wakes  up  at  2  a.m.  “I’ll  think: 

Did  I  schedule  that  playdate  yet?  And  then 
I’ll  suddenly  realize  that  there’s  another 
slide  I  need  to  make  for  the  next  board 
meeting.” 

To  the  parents’  surprise,  when  they 
began  talking  about  remodeling  their 
driveway,  Ben  confronted  them  with  a 
Houzz  IdeaBook  showing  all  the  different 
ways  that  the  driveway  could  be  trans¬ 
formed  into  a  partial  basketball  court.  Not 
exactly  practical  for  a  two-car  family,  but 
that  wasn’t  his  problem. 

“What  could  we  do?”  Tatarko  shrugged. 
“We  arranged  for  him  to  have  a  meeting 
with  the  architect.  And 
the  architect  listened  very 
seriously  to  Ben’s  ideas”— 
eventually  coming  up  with 
a  design  that  his  parents 
couldn’t  refuse.© 


YOU 

ONLY  HAVE 
TO  BE  RIGHT 

ONCE 


This  article  is  excerpted  from  the  new  book 
YOU  ONLY  HAVE  TO  BE  RIGHT  ONCE: 

The  Unprecedented  Rise  of  the  Instant  Tech  Billionaires, 
by  Randall  Lane  and  the  Staff  of  Forbes  (Portfolio/ 
Penguin  Random  House). 


4  PROTO  LABS 

MAPLE  PLAIN,  MN 

SOFTWARE  &  PROGRAMMING 

$185  33%  46% 

5  IPG  PHOTONICS 

OXFORD,  MA 

SEMICONDUCTORS 

$701  29%  62% 

6  METHODE 
ELECTRONICS 

CHICAGO,  IL 

ELECTRICAL  EQUIPMENT 

$824  12%  58% 

7  GRAND  CANYON 
EDUCATION 

PHOENIX,  AZ 

BUSINESS  &  PERSONAL  SVCS 

$641  28%  54% 

8  LANNETT 

PHILADELPHIA,  PA 

PHARMACEUTICALS 

$274  15%  30% 

9  STURM,  RUGER 

SOUTHPORT,  CT 

RECREATIONAL  PRODUCTS 

$676  28%  58% 

10ANIKA  THERAPEUTICS 

BEDFORD,  MA 

MEDICAL  EQUIPMENT 

$99  17%  36% 
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GiVG  the  rOOITl  Sit  back  and  immerse  yourself  in  the 

,  ,  exquisite  picture  of  the  Samsung  Curved 

another  View.  UHD  TV.  Enjoy  a  true  movie  experience, 

watching  colors  and  details  come  to  life. 
And  with  one  of  the  largest  selections  of 
UHD  4K  movies,  shows,  and  more, 
everything  you  love  is  better  than  ever. 
With  the  latest  innovations  in  technology, 
experience  the  future  of  TV,  now. 

www.  Samsung .  com/curvedtv 


SAMSUNG 


'014  Samsung  Electronics  America,  Inc.  Samsung  is  a  registered  trademark  of  Samsung  Electronics  Co.,  Ltd.  Screen  images  simulated  and  enhanced.  Appearance  of  the  device  may  vary.  Some  features  may  not  he  available  in  all  areas.  Internet 
i  ho  ronnirod  Waif  mfiiittf  accessory  sold  seoarateiv. 


TOP  ENTREPRENEURS 


PROTO  LABS 

FACTORY 
OF  THE  FUTURE 

Vicki  Holt  is  turning  the  manufacturing  process  on  its 
head-and  making  Proto  Labs  a  pure  tech  play. 

BY  HOLUE  SLADE 
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THOMAS  STRAND  FOR  FORBES 


CLINICAL 

STRENGTH 


CLINICAL 

STRENGTH 


CLINICAL 

STRENGTH 


[  Invisible  Solid 

Goes  on  Dry  &  Stays  Dry 


Invisible  Solid 


CLINICAL 

STRENGTH 


FEARLESSNESS. APPLY  DAILY 


odor  typically  noticed  by  others 


completely  clean 


completely  clean 


TOP  ENTREPRENEURS  PROTO  LABS 


Ambition  has  a  distinctive  sound— 
and  you  can  hear  it  if  you  step 
inside  the  newly  renovated  plant 
outside  Plymouth,  Minn.  Proto 
Labs’  machines  are  running  24 
hours  a  day,  sculpting  small  bricks  from  dozens 
of  different  types  of  plastics  and  metals  into 


for  highly  customized  parts)  and  the  lighting  in¬ 
dustry  (since  buildings  are  being  retrofitted  with 
LEDs  but  under  tight  regulation  requiring  many 
prototypes). 

Proto  Labs  was  conceived  in  frustration. 
Founder  and  inventor  Larry  Lukis  was  fed  up 
with  the  months-long  wait  and  high  cost  of  a 


BEST 


SMALL 

COMPANIES 


CLOSE  UP: 

Kevin  Thompson,  SolarWinds’  CEO,  is  in  his  fourth 
year  running  a  company  that  manages  enterprise 
communications  and  networks  systems.  In  June  it 
bought  rival  Pingdom,  whose  half-million  clients  include  Twitter,  eBay, 
Instagram,  Google  and  Pinterest.  In  the  past  year  head  count  has  risen  35% 


11  SOLARWINDS 

AUSTIN,  TX 

SOFTWARE  &  PROGRAMMING 

$382  30%  40% 


parts  that  will  serve  as  prototypes  for  the  likes 
of  Xerox,  Northrop  Grumman,  Medtronic, 
Siemens  and  Ford.  Most  of  the  vast,  echoing 
factory  floor  (166,000  square  feet)  is  empty.  Not 
for  long:  Vicki  Holt,  the  56-year-old  CEO,  has 
big  plans. 

Holt  was  hired  in  February  to  turn  Proto 
Labs  from  a  $185  million  (sales)  rapid  prototyp¬ 
ing  outfit  into  a  billion- dollar  technology  power¬ 
house.  Tall  and  lean,  with  her  gamine  blonde 
bob  and  elegant  coat,  she’s  hardly  a  factory  boss 
out  of  central  casting.  Holt  insists  Proto  Labs 
isn’t  a  manufacturing  company  at  all,  though  it 
runs  six  plants  in  the  U.S.,  Europe  and  Japan. 
That’s  because  its  entire  process— from  taking 
online  orders  to  creating  parts  via  computer- 
numerical  control  machining,  3-D  printing  or 
plastic-  or  metal-injection  molding— is  auto¬ 
mated.  All  but  one  of  the  analysts  who  follow 
the  company  now  have  it  pegged  as  a  tech  play 
and,  says  Holt  with  a  grin,  the  last  guy  is  primed 
to  switch  soon. 

“It’s  a  very  large  market  out  there,”  says 
Holt,  sitting  in  her  unadorned  office  in  Maple 
Plain,  about  20  miles  west  of  Minneapolis.  She 
is  sometimes  given  to  banging  her  desk  for  em¬ 
phasis  while  outlining  her  hoped-for  trajectory 
for  Proto  Labs:  an  eventual  $7  billion  bite  out 
of  the  $90-billion-a-year  market  in  the  three 
continents  where  she  operates.  “Our  sales  are 
only  $200  million,  so  you  can  see  we’ve  got  a 
long  way  to  go.”  With  that  steep  climb  in  mind 
she’s  picking  her  targets  carefully,  emphasizing 
medical  equipment,  because  the  road  to  FDA 
approval  requires  multiple  steps  (as  well  as  a  lot 
of  iteration  and  testing,  translating  into  orders 


KEY 

REVENUES  IN  MILLIONS 
SALES  GROWTH  5-YEAR  AVERAGE 
EPS  5-YEAR  AVERAGE 


few  injection-molded  parts  for  the  laser  printers 
he  was  designing.  So  he  launched  the  Protomold 
Co.  in  1999,  using  soft¬ 
ware  to  automate  the  pro¬ 
cess  for  those  parts.  Soon 
he  began  thinking  outside  of  printers. 

Engineers  in  consumer  products,  medical 
devices,  appliances,  electronics  and  automo¬ 
biles  started  leaning  on  the  company  for  quick 
turnaround  of  prototype  parts  made  cheaply 
and  precisely.  Protomold  became  the  go-to 
shop  for  rush  orders  before  a  medical  trial  or 
product  test— as  well  as  for  small  batches  of 
parts  for  discontinued  goods  still  in  use  (an 
older  line  of  washing  machines,  for  example) 
and  for  new  products,  like  a  Xerox  copier, 
being  rushed  to  market.  Customers  could 
shoot  their  3-D  computer-aided  designs  over 
the  Web  and  get  a  quote  for  the  part  in  a  few 
hours.  Most  larger  competitors,  focused  on 
huge  runs  of  single  parts,  scorned  such  small¬ 
bore  jobs.  Lukis’  startup  grew  on  average 
25%  per  annum  every  year  except  recession- 
rocked  2009,  when  it  folded  in  a  computer- 
numerical  control  machining  service  and 
changed  its  name  to  Proto  Labs. 

“No  one  can  really  do  what  they  do,”  says 
Troy  Jensen,  a  managing  director  at  Piper 
Jaffray.  But  he  has  one  concern:  the  growing 
enthusiasm  for  3-D  printers.  As  more  industrial 
companies  embrace  the  devices— and  the  tech¬ 
nology  evolves  beyond  plastic  to  more  durable 
materials  like  metal— more  prototypes  maybe 
made  in-house.  Still,  says  Brian  Drab,  an  analyst 
at  William  Blair,  for  speed,  scale  and  cost,  noth¬ 
ing  beats  injection  molding. 


12  AMBARELLA 

SANTA  CLARA,  CA 

SEMICONDUCTORS 

$174  27%  4% 

_ I  |  I 


13  CAVCO  INDUSTRIES 

PHOENIX,  AZ 

CONSTRUCTION  SERVICES 

$539  46%  88% 

14  AIR  METHODS 

ENGLEWOOD,  CO 

HEALTH  CARE  SERVICES 

$958  14%  29% 

15  CALAVO  GROWERS 

SANTA  PAULA,  CA 

FOOD  PROCESSING 

$772  15%  12% 

16  MYRIAD  GENETICS 

SALT  LAKE  CITY,  UT 

BIOTECH 

$778  19%  17% 

17  MANHATTAN 
ASSOCIATES 

ATLANTA,  GA 

SOFTWARE  &  PROGRAMMING 

$451  7%  36% 

18  MEDIFAST 

OWINGS  MILLS,  MD 

FOOD  PROCESSING 

$331  28%  28% 

19  WINMARK 

MINNEAPOLIS,  MN 

SPECIALTY  STORES 

$57  10%  61% 

20  ASTRONICS 

EAST  AURORA,  NY 

AEROSPACE  &  DEFENSE 

$511  14%  13% 
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Iowa  is  built  to  get  things  done.  Our  research 
institutions  offer  technology  transfer  programs 
for  bioscience  firms  to  speed  breakthroughs 
to  market.  Our  community  colleges  coordinate 
curriculum  with  the  specialized  needs  of 
advanced  manufacturers.  Our  innovative 
networks  of  creative  support  help  startups 
flourish  throughout  Iowa.  And  we  have  the 
lowest  insurance  premium  tax  in  the  country 
at  1%.  Find  more  reasons  to  make  a  move 
to  Iowa  at  iowaeconomicdevelopment.com. 
And  leave  the  red  tape  in  your  rear  view  mirror. 


IOWA  RANKS  9th 

most  business  friendly  state. 
-CNBC,  2014 


iowaeconomicdevelopment.com 

blog.iowaeconomicdevelopment.com  Q  iowaeconomicdevelopment  Q  businessiowa 


r  ] 
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TOP  ENTREPRENEURS  PROTO  LABS 


Holt  took  over  from  Brad  Cleveland,  who’d 
been  running  the  show  since  he  answered  Lukis’ 
ad  for  a  CEO  back  in  2001.  (Cleveland,  who  has 
been  living  with  brain  cancer,  stepped  down  and 
sold  most  of  his  $75  million  stake.)  Proto  Labs, 
public  since  2012,  needed  someone  with  experi¬ 
ence  running  a  large  operation.  Holt  had  earned 
plaudits  at  her  last  gig.  In  less  than  three  years 
she  jump-started  Spartech,  a  sluggish  maker  of 
plastic  sheeting  and  compounds  used  in  aircraft 
cabin  windows  and  bulletproof  barriers,  increas¬ 
ing  operating  income  by  73%.  Two  years  ago  she 


discovered,  for  example,  that  marketing  “fast, 
cheap  parts”  to  customers  in  Germany  or  Japan 
perversely  suggests  poor  quality.  In  the  U.S. 
the  demand  for  increasingly  intricate  proto¬ 
types  prompted  Holt  to  acquire  FineLine,  a  3-D 
printer  company. 

Holt  is  also  reengineering  Proto  Labs.  As 
the  company  expands  and  the  complexities  mul¬ 
tiply,  the  biggest  challenge,  she  says,  is  having 
everyone— from  techies  to  salespeople— “stay 
aligned.”  The  company  has  recently  hired  300 
people,  for  a  total  1,000.  revenues  in  millions 

SALES  GROWTH  5-YEAR  AVERAGE 

EPS  5-YEAR  AVERAGE 


BEST 


SMALL 

COMPANIES 


21  BOSTON  BEER 

BOSTON,  MA 

BEVERAGES 

$837  13%  47% 

_ _ I  I  I 


22  NATHAN’S  FAMOUS 

CLOSE  UP:  JERICHO,  NY 

Eric  Gatoff,  Nathan’s  Famous  CEO  and  lawyer-turned-  restaurants 

leader,  added  65  franchise  locations  between  Mar.  30,  $87  n/o 

2013  and  June  29,  2014.  Since  its  annual  July  4  Hot 
Dog  Eating  Contest  in  Coney  Island  (which  is  also  the  site  of  its  first  stand, 
established  1916),  shares  of  Nathan’s  have  spiked  26%. 


sold  the  $1.2  billion  (sales)  company  to  PolyOne 
for  about  $400  million. 

While  Holt  doesn’t  like  to  dwell  on  it,  there 
are  precious  few  women  running  manufactur¬ 
ing  companies  (and  they  represent  only  27%  of 
the  workforce);  across  all  industries  they  make 
up  5%  of  the  top  jobs  at  the  largest  U.S.  corpora¬ 
tions.  “It  takes  a  generation,”  she  sighs.  With  a 
BA.  in  chemistry  from  Duke  and  an  M.B.A.  from 
Pace  University,  Holt  was  girded  for  battle  in 
fields  as  various  as  polymer  science,  finance  and 
marketing.  She  spent  18  years  at  Monsanto  over¬ 
seeing  various  plastics  divisions  but  also  doing 
sales  of  food  and  pharmaceutical  ingredients. 
Another  seven  years  at  PPG  Industries  gave  her 
global  exposure.  At  Spartech  she  gained  exper¬ 
tise  in  turnarounds. 

To  put  Proto  Labs  on  a  fast-growth  regi¬ 
men,  Holt  wants  to  broaden  the  customer 
base  beyond  engineers.  Different  kinds  of 
clients,  she  says,  “need  consultation,  someone 
to  advise  them,  ‘Do  I  want  injection  molding 
or  machine  or  additive?  What  drill  do  I  want 
to  use?’  ”  She  raps  the  table  with  a  growth 
chart,  the  one  that  projects  company  sales 
of  $1  billion  someday.  In  her  excitement  she 
reverts  to  jargon:  “The  secret  is  executing  so 
that  our  customers  really  can  explode  this 
part  of  our  growth  vector!” 

Of  course,  explosions  occur  differently  across 
the  globe,  and  Holt  knows  it.  Proto  Labs  has 


She  needs  more  sales  and  marketing  staffers 
who  know  every  aspect  of  its  proprietary  cus¬ 
tom  parts;  more  developers  to  make  the  front 
end— the  automation  of  quotes,  uploading  3-D 
CAD  files,  choosing  the  right  materials— more 
intuitive  and  customer-friendly,  as  well  as  to 
write  and  maintain  the  software  that  runs  the 
plant;  and  more  highly  skilled  factory  workers 
who  can  manage  work  flow  in  addition  to  oper¬ 
ating  the  machinery  on  the  floor. 

Not  easy  luring  the  talent.  A  popular  re¬ 
frain:  “Millennials  don’t  want  to  live  in  Maple 
Plain”— which  might  as  well  be  the  dark  side 
of  the  moon.  Competing  with  the  likes  of 
Honeywell  and  3M  for  engineers  is  one  thing; 
convincing  folks  to  move  from  Silicon  Valley 
to  a  region  that  spent  half  the  year  in  the  grip 
of  the  Polar  Vortex  is  an  almost  hopeless  chal¬ 
lenge.  So  Holt  is  sending  out  missionaries  to 
local  high  schools  to  tell  kids  about  the  oppor¬ 
tunities,  where  they  can  start  on  the  floor  at 
$11  an  hour  without  a  college  degree  and  work 
up  to  $30  as  a  supervisor. 

Little  surprise  that  Holt  feels  a  tad  skittish 
about  keeping  the  developers  she  has.  “You’ve 
got  to  whisper  in  here,”  she  says,  gesturing  to  the 
hoodies  hunched  over  screens  in  a  bullpen  seg¬ 
regated  from  the  rest  of  headquarters.  “We’ve 
added  a  lounge  area.  I  mean,  it’s  not  Google, 
but  you  know.”  She  smiles.  “I  think  maybe  we 
should  add  a  lava  lamp.”  Q 


23  SL  INDUSTRIES 

MOUNT  LAUREL,  NJ 

ELECTRICAL  EQUIPMENT 

$215  4%  47% 

24  CIRRUS  LOGIC 

AUSTIN,  TX 

SEMICONDUCTORS 

$712  37%  79% 

25  FORTINET 

SUNNYVALE,  CA 

SOFTWARE  &  PROGRAMMING 

$685  25%  26% 

26 SYNTEL 

TROY,  Ml 

COMPUTER  SERVICES 

$881  16%  19% 

27  LIBERTY  TAX 

VIRGINIA  BEACH,  VA 

BUSINESS  &  PERSONAL  SVCS 

$159  19%  16% 

28  DORMAN  PRODUCTS 

COLMAR,  PA 

AUTO  &  TRUCK  PARTS 

$727  14%  35% 

29  CLEARFIELD 

PLYMOUTH,  MN 

COMMUNICATIONS  EQUIPMENT 

$63  18%  28% 

30  PORTFOLIO 
RECOVERY  ASSOCIATES 

NORFOLK,  VA 

BUSINESS  &  PERSONAL  SVCS 

$774  24%  31% 
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“  When  someone  we  love  has  cancer;  we  are 
all  affected  husbands,  wives ,  mothers  and  fathers,  sisters, 
brothers  and  friends.  Pink  Pony  is  the  symbol  of our  effort 
in  the  fight  against  cancer  to  make  a  difference 

all  around  the  world. " 

Ralph  Lauren 


THE  PINK  PONY  CAMPAIGN  IS  RALPH  LAUREN  CORPORATION'S  INITIATIVE  IN  THE  FIGHT  AGAINST  CANCER. 
TWENTY-FIVE  PERCENT  OF  THE  PURCHASE  PRICE  OF  PINK  PONY  PRODUCTS  IN  THE  US  BENEFITS  THE  PINK  PONY  FUND  OF 

THE  POLO  RALPH  LAUREN  FOUNDATION.  TO  LEARN  MORE,  PLEASE  VISIT 

RALPHLAUREN.COM/PINKPONY 


TOP  ENTREPRENEURS 


Fresh  approach: 

CEO  Terry  McDaniel  has 
overseen  his  company’s 
shift  from  junk  food. 


INVENTURE  FOODS 


THE  MONEY 
IN  MUNCHIES 

Once  a  tiny  kettle  chip  company,  Inventure  has  branched  out  into 
healthier  snacks  with  higher  margins.  Where  does  it  go  from  here? 

BY  KARSTEN  STRAUSS 
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He’s  actually  a  commercial  fisherman,  not  a  financial  advisor.  So,  who  knows? 


THIS  FINANCIAL  ADVISOR  WANTS  TO: 


A.  HELP  CLIENTS  AVOID  RISK  BY  INVESTING  FOR  THE  LONG  HAUL. 

B.  SHOW  CLIENTS  HOW  DIVERSIFYING  MAXIMIZES  GROWTH. 

C.  FUNNEL  YOUR  NEST  EGG  INTO  HIS  COUSIN’S  PYRAMID  SCHEME. 


Not  all  financial  advisors  are  what  they  appear.  But  when  you  choose  a  Certified  Financial 
Planner”  professional,  you’ll  know  exactly  who  you’re  working  with.  That’s  because 
every  CFP'  pro  is  thoroughly  vetted  to  uphold  the  highest  standards  of  education, 
experience  and  ethics.  It’s  your  financial  future.  Know  who’s  helping  you  plan  it. 

3:  Watch  the  experiment  at  LETSMAKEAPLAN.ORG 


CERTIFIED 

FINANCIAL 

PLANNER" 


Copyright  ©  2014,  Certified  Financial  Planner  Board  of  Standards,  Inc.  All  rights  reserved. 


TOP  ENTREPRENEURS  INVENTURE  FOODS 


The  world  of  snack  foods  is  a 
Manichean  struggle  for  the 
soul  of  your  stomach.  Do  you 
reach  for  the  tasty,  high-calo- 
rie,  additives-rich  mozzarella 
sticks— or  less  processed,  lower-calorie 
fruits  and  veggies?  Inventure  Foods  of 
Phoenix  isn’t  picking  sides.  It  plays  to 
both  our  better  and  worse  angels  of  ap¬ 
petite.  “We  still  believe  in  the  ‘indulgent’ 
food  business— it  pays  some  bills,  and  we 
don’t  want  it  to  completely  go  away,”  says 
CEO  Terry  McDaniel,  57.  “But  our  focus— 
and  most  of  our  growth— has  been  the 
‘healthier  natural’  side.” 

That  side  generates  80%  of  Inventure’s 
$253  million  in  sales.  So-called  healthier 
natural  can  mean  just  about  anything: 
Rader  Farms  frozen  berries  sold  in  Costco 
and  others;  the  Fresh  Frozen  Foods  label, 
ubiquitous  throughout  grocery  stores  in 


But  Jay,  67,  is  still  vice  president  of  engi¬ 
neering  at  Inventure  Foods.  You  can  find 
him  walking  the  floor  of  the  Goodyear, 

Ariz.  plant,  20  miles  west  of  Phoenix, 
which  can  turn  out  60,000  pounds  of  po¬ 
tato  chips  every  day.  One  after  another, 
all  day  and  all  night,  130-pound  batches 
of  fresh-peeled  spuds  smack  into  heavy- 
duty  cylindrical  slicers;  hundreds  of  raw 
chips  are  flung  into  automated  deep  fryers 
the  size  of  a  Fiat  500  Sport.  Poore  doesn’t 
flinch  from  his  prox  KEY 

.  .  .  .  REVENUES  IN  MILLIONS 

unity  to  the  270-sral-  sales  growth  5-YEAR  average 

J  °  EPS  5-YEAR  AVERAGE 

Ion  vats  of  scalding, 

sizzling  oil.  “I’ve  been  around  ’em  all  my 
life,”  he  says. 

No  exaggeration.  Back  in  1966  the 
brothers  took  jobs  at  Mira-Pak,  a  Houston 
company  that  built  packaging  machines 
for  the  snack  food  industry,  eventually  be¬ 
coming  engineers.  After  a  short  stint  run- 


BEST 


SMALL 

COMPANIES 


31  LITTELFUSE 

CHICAGO,  IL 

ELECTRICAL  EQUIPMENT 

$827  10%  68% 

_ l  I  I 


32  SHILOH  INDUSTRIES 

VALLEY  CITY,  OH 

AUTO  8  TRUCK  PARTS 

$815  12%  29% 

33  INVENTURE  FOODS 

PHOENIX,  AZ 

FOOD  PROCESSING 

$253  14%  19% 


CLOSE  UP: 

Randy  Potts,  Winnebago’s  CEO,  says  he  “can’t  sit  still.” 
New  products  were  18%  of  all  shipments  in  the  latest 
quarter,  including  midrange  and  upscale  retro  versions 
of  the  iconic  RVs.  A  30-year  veteran  of  the  business, 


34  WINNEBAGO 
INDUSTRIES 

FOREST  CITY,  IA 

AUTO  8  TRUCK 
MANUFACTURERS 

$913  14%  70% 


Potts  has  nearly  doubled  revenue  since  becoming  CEO  in  2011. 


the  Southeast;  smoothies  mixes  for  Jamba 
Juice;  and  “totally  natural”  potato  chips 
from  Boulder  Canyon. 

While  Inventure’s  roots  are  in  “indul¬ 
gent”  foods— Poore  Brothers  kettle  chips, 
as  well  as  snacks  for  Nathan’s  Famous, 
TGI  Fridays  and  Vidalia  Brands— that 
category  is  growing  at  2.8%  a  year  nation¬ 
wide.  Back  in  2006  the  company  decided 
to  branch  out  into  healthier  snacks,  grow¬ 
ing  at  12%  a  year.  (Natural  and  organic 
foods  and  beverages  are  expected  to  sur¬ 
pass  $78  billion  next  year.) 

That  decision  was  key— the  second 
time  that  Inventure,  confronting  a  critical 
juncture,  made  a  tough  but  correct  deci¬ 
sion.  The  first  occurred  19  years  ago  when 
brothers  Jay  and  Don  Poore,  reaching  the 
limits  of  their  entrepreneurial  skills,  sold 
their  eponymous  potato  chip  company  to 
a  local  investor. 

Don  Poore,  75,  officially  retired  in  1995. 


ning  their  own  parts  and  services  firm  for 
“bagger”  machines,  they  partnered  with 
Horace  Groff,  grandson  of  the  founder 
of  Groff’s  Snack  Food  Co.  in  Bowmans- 
ville,  Pa.,  to  produce  a  kettle-style  potato 
chip.  Groff’s  of  Texas  launched  in  1983. 
Relatively  rare  back  then,  kettle  chips 
were  produced  in  smallish  batches,  turn¬ 
ing  out  thicker  and  crispier,  and  carrying 
a  more  natural  potato  flavor  than  their 
mass-market  cousins.  “We  figured  it  was 
a  niche— and  a  vacuum  we  could  fill,”  Jay 
recalls. 

In  1986  the  brothers  sold  to  a  partner, 
settled  in  Phoenix,  found  a  decent  plant  at 
a  good  price  and  launched  Poore  Brothers 
Potato  Chips.  With  Don  handling  engineer¬ 
ing  and  factory  oversight,  Jay  became  sales¬ 
man,  going  door-to-door  pushing  products 
on  retailers.  By  the  mid-1990s  the  brand  was 
generating  almost  $7  million  in  annual  sales, 
led  by  the  success  of  its  jalapeno-  and  salt- 


35  CHUY’S  HOLDINGS 

AUSTIN,  TX 

RESTAURANTS 

$223  33%  111% 

36  NIC 

OLATHE,  KS 

BUSINESS  8  PERSONAL  SVCS 

$259  19%  21% 

37  CORE  MOLDING 
TECHNOLOGIES 

COLUMBUS,  OH 

INDUSTRIAL  EQUIPMENT 

$162  10%  26% 

38  STAMPS.COM 

EL  SEGUNDO,  CA 

INTERNET  8  CATALOG  RETAIL 

$131  10%  54% 

39  MULTI-COLOR 

BATAVIA,  OH 

BUSINESS  8  PERSONAL  SVCS 

$743  24%  13% 

40  ALLIANCE  FIBER 
OPTIC  PRODUCTS 

SUNNYVALE,  CA 

SEMICONDUCTORS 

$94  14%  43% 
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EXCLUSIVELY  ON 

CHARLIE  GASPARINO  BREAKS 
THE  BUSINESS  NEWS  STORIES 
NOBODY  ELSE  DOES! 

BUSINESS 

FOR  CHARLIE,  IT'S  NOT  JUST  BUSINESS,  IT'S  PERSONAL! 
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and-vinegar-flavored  chips. 

By  then  the  Poore  Brothers  had 
taken  a  good  bite  of  the  local  kettle 
chip  market,  largely  at  the  expense 
of  Frito-Lay.  “To  do  that  is  really 
hard,”  says  Mark  Howells,  then 
president  of  broker-dealer  Arizona 
Securities  Group.  It  took  him  a 
year  to  persuade  the  Poores  to  sell 
out  to  him  and  a  group  of  inves¬ 
tors.  Jay  wasn’t  too  sure:  “We  had 
everything  we  owned  in  this  world 
invested  into  this  company.”  But 
as  a  single-product  company,  they 
knew  that  one  potato  blight  could 
scorch  the  business. 

The  Poores  went  back  and  forth. 
Finally  they  sold  for  over  $3  million, 
plus  150,000  shares  each.  Look¬ 
ing  back,  Jay  concedes  they  made 
the  right  choice,  adding,  “We  were 
better  technicians  than  we  were 
businesspeople.”  Says  Howells: 
“Everybody  kind  of  got  it— both  they 
and  us— that  in  order  to  go  to  the 
next  step  there  would  need  to  be 
some  cash  infusions  and  some  addi¬ 
tional  management  in  the  company.” 

All  that  happened  rapidly.  A 
year  later,  in  1996,  Howells  took 
the  company  public,  raising 
$7.8  million  under  the  catchy 
ticker  symbol  SNAK.  He  installed 
Eric  Kufel,  then  a  30-year-old 
brand  manager  who’d  done  time 
at  Coca-Cola,  Dial  and  Kellogg,  as 
CEO.  He  bought  Keebler’s  popu¬ 
lar  Tato  Skins  division,  acquir¬ 
ing  a  new  snack  plant  in  Bluffton, 
Ind.  In  2000  he  cut  a  licensing 
deal  with  TGI  Fridays.  “Sales  from 
Fridays  more  than  doubled  within 
24  months,”  recalls  Kufel.  “It  was 
really  transformational  for  us.” 

Terry  McDaniel,  the  current  chief 
executive,  came  over  in  2006— the 
same  year  the  company  changed 
its  name  to  Inventure  (as  in  “inno¬ 
vate”  and  “venture”).  As  CEO  and 
president  of  Wise  Foods  McDaniel 
had  helped  ship  chips  to  Inventure 
after  its  Goodyear  plant  caught  fire 
and  was  knocked  offline.  Kufel  per¬ 
suaded  him  to  uproot  to  Phoenix 
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WHO  WOULD  YOU 
.IKE  TO  THANK 
=OR  TEACHING 
rOU  RESPECT? 

‘My  parents,  Monroe  and 
Barbara  Baer,  imparted  values 

vhich  became  the  foundation  of  my  adult  life, 
"hese  values  became  the  basis  for  the  lessons 
ny  wife  Pam  and  I  teach  our  children, 
learned  from  my  parents  the  value  of 
especting  all  in  our  community  -  no  matter 
he  ethnicity,  religion  or  lifestyle  preference, 
rhey  taught  me  how  important  it  is  to  stand 
jp  and  be  counted  -  not  to  be  a  passive 
onlooker  -  to  unabashedly  identify  around  a 
;et  of  principles.  They  taught  me  to  always 
lold  in  highest  regard  the  dignity  of  others. 
'Jever  be  afraid  to  call  out  injustice.  When  my 
ather  and  mother  witnessed  injustice,  they 
fid  not  stay  quiet.  Sometimes  they  acted  at 
jreat  personal  sacrifice.  They  taught  me  that 
he  ultimate  symbol  of  respect  for  others  is 
he  willingness  to  act  for  a  just  cause.” 


xRESPECT 

I— CHALLENGE 

Tell  us  who  you  would  like  to  thank  for  teaching 
you  respect  and  enter  for  a  chance  to  win 
$10,000  for  a  school  or  nonprofit  of  your  choice, 
plus  a  VIP  trip  to  New  York  City! 

To  enter,  visit:  www.facebook.com/FuturesWithoutViolence 
or  learn  more  here:  www.FuturesWithoutViolence.org 


RESPECT 


SM 


Founding  National  Partner 

4'rrm/s 


an  initiative  of 


FUTURES 

WITHOUT  VIOLENCE 


TOP  ENTREPRENEURS  INVENTURE  FOODS 


and  come  aboard  as  COO.  A  couple  of  small 
disasters  greeted  him:  Crunch  Tunes  (snack 
chips  shaped  like  Looney  Tunes  characters) 
and  a  licensed  sweet  snack  for  Cinnabon 
had  both  bombed. 

And  there  was  a  bigger  challenge.  With 
the  blessing  of  the  board,  the  departing 


cheese  flavor  or— bite  your  tongue— choc¬ 
olate.  As  of  the  first  half  of  2014  Boulder 
Canyon  is  on  track  to  generate  $40  million 
for  the  year.  Around  the  corner  is  a  break¬ 
fast  cereal  featuring  whole  grain  puffs  in¬ 
jected  with  yogurt  or  chocolate.  That  will 
put  Inventure  squarely  in  the  crosshairs  of 
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CLOSE  UP:  41  CYBERONICS 

/  HOUSTON,  TX 

Daniel  J.  Moore,  Cyberonics’  CEO,  arrived  in  2007  and  medical  equipment 

cut  nearly  170  jobs  to  right  the  company,  which  produces  a  $285^^15% 
pacemaker-like  device  to  stimulate  the  vagus  nerve  to  treat 
epilepsy.  The  FDA  approved  the  device  for  depression  in  those  whom  drugs  couldn’t 
help.  But  Medicare  refused  to  reimburse.  Cyberonics  continues  to  make  its  case. 


Kufel  had  decided  that  Inventure  had  to 
diversify  its  lines  into  less  artery-clogging 
fare.  McDaniel,  who  took  over  as  CEO 
in  2008,  had  to  execute  the  strategy  he 
had  helped  to  formulate.  He  turned  first 
to  Boulder  Canyon,  the  Denver  maker  of 
potato  chips,  acquired  in  2000.  Inventure 
had  touted  its  natural  ingredients,  but  it 
languished.  “It  was  already  a  clean  but 
very  boring  product,”  says  McDaniel. 

Hawking  the  brand  to  natural  food 
stores  outside  of  Colorado,  Inventure 
eventually  offered  compostable  bags  and 
added  lines  like  rice-and-bean  chips, 
vegetable  crisps,  sweet  potato  chips, 
multigrain  snacks,  Protein  Crisps  made 
of  lentils  and  pea  protein  that  come  in 


OLD  BUT  NOT  STALE 


Three  decades  ago  Don  and  Jay  Poore  were 
pioneers  in  the  kettle  chip  business.  Today 
Inventure  Foods  has  ten  different  brands. 


KEY 

REVENUES  IN  MILLIONS 
SALES  GROWTH  5-YEAR  AVERAGE 
EPS  5-YEAR  AVERAGE 


Kashi  and  Bear  Naked. 

The  company  pushed  hard  on  frozen 
fruits  and  vegetables. 

Rader  Farms  of  Lynden, 

Wash.,  grabbed  for  $22 
million  or  so  in  2007,  added  $27  million  to 
the  top  line  the  next  year.  McDaniel  found  an 
additional  market  for  those  frozen  berries  by 
coming  up  with  a  do-it-yourself  smoothie  kit 
the  company  licensed  to  Jamba  Juice,  win¬ 
ning  instant  consumer  recognition. 

Last  year  Inventure  spent  $38  million  to 
buy  Fresh  Frozen  Foods,  the  $60  million- 
plus  (sales)  Jefferson,  Ga.  processor  of 
veggies.  It’s  the  first  push  into  a  $4.4-bil- 
lion-a-year  market  and  the  first  run  at  the 
likes  of  Bird’s  Eye,  Green  Giant  and  dozens 
of  private  labels  by  resorting  to  simplicity 
and  transparency— literally  selling  its  peas 
and  carrots  in  clear  plastic  sacks.  “That’s 
a  risky  proposition,”  McDaniel  concedes. 
“You  better  have  quality  because  things 
will  change  color  in  the  bag.” 

What’s  next?  Inventure  filed  a  shelf 
registration  that  allows  it  to  increase  the 
number  of  shares  outstanding,  up  to 
$100  million  worth.  That  opens  a  raft  of 
potential  acquisitions  in  the  healthy  cat¬ 
egory,  where  the  best  margins  are.  Mc¬ 
Daniel  can  buy  all  the  niche  companies 
he  wants  and  let  them  try  to  thrive  under 
their  own  labels.  But  this  category  cries 
out  for  a  single  brand  with  a  strong  iden¬ 
tity,  like  the  one  the  Poore  brothers  once 
built.  That’s  a  crossroad  Inventure  hasn’t 
yet  reached.  © 


42  ELLIE  MAE 

PLEASANTON,  CA 

SOFTWARE 

$136  33%  114% 


43  3D  SYSTEMS 

ROCK  HILL,  SC 

ELECTRICAL  EQUIPMENT 

$590  34%  104% 

44  SUN  HYDRAULICS 

SARASOTA,  FL 

INDUSTRIAL  EQUIPMENT 

$216  10%  38% 

45  ACI  WORLDWIDE 

NAPLES,  FL 

BUSINESS  &  PERSONAL  SVCS 

$973  16%  38% 

46  610-REFERENCE 
LABORATORIES 

ELMWOOD  PARK,  NJ 

HEALTH  CARE  SERVICES 

$797  20%  25% 

47  COMMVAULT  SYSTEMS 

OCEANPORT,  NJ 

SOFTWARE  &  PROGRAMMING 

$605  21%  37% 

48  POWER  INTEGRATIONS 

SAN  JOSE,  CA 

SEMICONDUCTORS 

$354  11%  74% 

49  TYLER  TECHNOLOGIES 

PLANO,  TX 

BUSINESS  &  PERSONAL  SVCS 

$455  9%  20% 

50  COMPUTER 
PROGRAMS  &  SYSTEMS 

MOBILE,  AL 

SOFTWARE 

$203  11%  18% 
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CIOSUMMIT 


Fred  Smith  Rob  Carter  Frank  Blake  Matt  Carey  Aaron  Levie  Jamie  Miller 
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Redefining  Technology  Leadership 

November  2-4,  2014  |  Naples,  Florida 


The  newly  relaunched  Forbes  CIO  Summit  caters  to  the  elite  group  of  CIOs  who  drive  real  value  for  their 
companies.  The  best  of  them  get  asked  to  run  other  parts  of  the  company  while  maintaining  their  CIO 
responsibilities.  These  “ClO-pluses”  have  learned  how  to  use  their  time  in  IT  as  the  blueprint  for  success. 
The  ‘best  of  the  best’  have  risen  to  become  CEOs  and  COOs.  If  you’re  a  “CIO-plus”  or  aspire  to  become 
one,  the  CIO  Summit  is  the  place  to  go  to  learn  from  the  best. 

Join  us  this  November  to  share  best  practices,  gain  leadership  insights  from  top  CIOs  and  CEOs  and 
build  up  your  “personal  board”  of  advisers  for  future  collaboration.  High  on  the  agenda  are  conversations 
around  security,  innovation,  collaboration,  analytics— and  your  career.  We  guarantee  you  will  walk  away 
with  new  ideas  to  pursue. 


For  more  information  on  how  to  participate  please  visit  forbes.com/conferences 


PARTNERS 


SHALE-ELUJAH 


Bad  timing  and  the  financial  meltdown  almost 
lolled  Dow  Chemical.  And  then  Daniel  Loeb  put 
a  bull's-eye  on  CEO  Andrew  Liveris.  Two  saviors 
have  now  arrived:  Warren  Buffett  and  shale  gas. 


BY  DANIEL  FISHER 


ow  Chemical’s  7,000-acre  complex  on  the 
Gulf  Coast  in  Freeport,  Tex.,  at  the  mouth  of 
the  Brazos  River,  is  a  sprawling  monument 
to  the  shale  gas  revolution.  The  bustling  site, 
surrounded  by  marshland  and  waterways,  is 
crowned  by  a  360-foot  propane  dehydrogen- 
ization  tower,  which  is  crawling  with  con¬ 
struction  workers  and  next  year  will  start  con¬ 
verting  cheap  propane  from  fracked  natural 
gas  wells  into  hundreds  of  thousands  of  tons  a 
year  of  raw  materials  for  everything  from  house  paint  to  automotive  epoxy. 

Funny  thing  is,  a  few  years  ago  Dow  Chief  Executive  Andrew  Liveris  was 
trying  to  get  rid  of  the  place.  Back  when  few  people  suspected  North  Amer¬ 
ica  was  sitting  on  a  lifetime  supply  of  cheap  oil  and  gas,  Liveris  engineered  a 
plan  to  spin  much  of  Dow’s  low-end  domestic  petrochemicals  business  into  a 
joint  venture  with  the  Kuwaitis.  He  was  waiting  for  a  $7.5  billion  check  in  late 
2008  when  the  financial  crisis  and  the  murky  crosscurrents  of  Kuwaiti  poli¬ 
tics  killed  the  deal. 

It  was  a  nearly  fatal  blow  for  the  century-old  company,  which  founder 
Herbert  H.  Dow  started  in  1897  to  produce  bleach.  At  the  same  time  as  Liver¬ 
is  was  trying  to  get  out  of  low-end  products  produced  in  Freeport,  he’d  agreed 
to  pay  $15.7  billion  in  cash— a  75%  premium  over  prebid  levels— for  special¬ 
ty  chemicals  maker  Rohm  &  Haas  just  as  the  financial  crisis  was  worsening. 
Dow  shares  plunged  80%  to  $6  a  share  as  Liveris  tried  to  delay  the  Rohm  & 
Haas  purchase,  then  scrambled  to  find  cash  to  close  it,  finally  tapping  Warren 
Buffett  for  $3  billion  in  high-cost  preferred  stock. 

Then  came  the  shale  boom,  and  suddenly  petrochemicals  were  back  in 
style.  Dow  shares  have  risen  eightfold  from  their  2009  lows  to  a  recent  $50 
per  share,  and  now  Liveris  is  pumping  $5  billion  into  the  company’s  Gulf 
Coast  petrochemicals  operation. 

“Things  change,”  says  Liveris,  60,  the  son  of  Greek  immigrants  who  speaks 
with  the  Australian  accent  of  his  youth  and  enjoys  the  occasional  bottle  of 
Mollydooker  Shiraz  blend.  “We  pivoted  very  fast.” 

Maybe  even  fast  enough  to  keep  the  raiders  at  bay.  In  January  Daniel  Loeb 
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of  Third  Point  LLC  disclosed  an  es¬ 
timated  $1.3  billion  position  in  Dow 
stock.  On  May  1  he  issued  a  scathing 
report  accusing  Liveris  of  squander¬ 
ing  capital  by  manufacturing  every¬ 
thing  from  bulk  chemicals  to  plas¬ 
tics  to  agricultural  products  at  one 
company.  Loeb  made  an  unflatter¬ 
ing  comparison  between  Dow  and 
LyondellBasell,  the  chemical  maker 
that  rebounded  from  bankruptcy  in 
2009,  creating  an  $18  billion  wind¬ 
fall  for  owners  Apollo  Group  and 
Len  Blavatnik  in  what  FORBES  has 
described  as  “the  greatest  deal  of 
all  time.”  Based  on  LyondellBasell’s 
performance,  he  said,  Dow  should 
be  earning  an  additional  $2.5  billion 
a  year. 

“After  a  decade  of  under¬ 
performance,  shareholders 
deserve  greater  transparen¬ 
cy  and  a  comprehensive  reas¬ 
sessment  of  Dow’s  strategy,” 

Third  Point  said. 

Liveris  dismisses  Loeb’s 
analysis,  which  he  says  is 
based  upon  incomplete  in¬ 
formation  and  unworkable 
assumptions,  such  as  selling 
Dow’s  vast  production  of  eth¬ 
ylene  and  other  basic  chemi¬ 
cals  on  the  open  market.  Dow 
is  the  world’s  largest  produc¬ 
er  of  ethylene,  for  example, 
but  it’s  also  the  world’s  larg¬ 
est  consumer  of  ethylene. 

Thus  it’s  hard  for  outsiders  to  fig¬ 
ure  out  how  much  Dow  is  making  by 
converting  the  feedstock  into  higher- 
value  plastics  instead  of  selling  it  to 
somebody  else. 

“We  know  the  model:  They’re  in 
it  for  a  period  of  time,”  says  Liveris 
of  Third  Point.  “They  want  to  make 
changes  based  on  what  their  data 
tells  them,  and  their  data’s  only  as 
good  as  what’s  externally  available.” 

Ultimately  a  gain  in  Dow’s  stock 
price  since  Loeb’s  May  report  may 
have  calmed  the  activist.  There  was 
no  mention  of  Dow  in  Third  Point’s 
July  letter  to  investors.  Loeb  de¬ 


clined  to  comment  for  this  story. 

Liveris  may  be  dismissive  of 
takeover  artists  and  private  equity 
firms  that  would  milk  Dow  for  quick 
cash,  but  his  strategy  is  to  silence 
them  with  buckets  of  the  stuff.  Dow 
reported  $8.4  billion  in  earnings 
before  interest,  taxes  and  deprecia¬ 
tion  in  2013  (excluding  a  $2.2  billion 
settlement  with  the  Kuwaitis  over 
the  busted  joint  venture,  which  Li¬ 
veris  used  to  pay  down  debt).  It  has 
projects  under  way  that  Liveris  says 
will  boost  Ebitda  by  another  $3  bil¬ 
lion  a  year  by  2017,  including  shale- 
backed  developments  in  Louisiana 
and  Texas  and  the  giant  Sadara  pet¬ 
rochemical  joint  venture  with  Saudi 
Aramco  in  Saudi  Arabia.  Those  proj¬ 


ects  lead  analysts  to  project  that 
Dow  will  earn  $4.24  a  share  in  2016, 
up  from  $3.72  in  2013. 

Investors  also  have  their  eyes  on 
Dow’s  growing  agricultural  business, 
which  has  doubled  sales  and  pretax 
earnings  over  the  past  decade  and  is 
expected  to  do  so  again  before  2020. 
The  company  has  focused  on  both 
genetically  modified  seeds  and  agri¬ 
cultural  chemicals.  Dow’s  new  Enlist 
system,  a  combination  of  herbicide- 
resistant  corn  and  two  herbicide 
sprays,  is  designed  to  counter  the 
spread  of  Roundup-resistant  weeds, 
which  are  forcing  some  farmers  to 


resort  to  old-fashioned  mechanical 
weeding  to  maintain  crops.  Dow  Ag 
reported  close  to  $1  billion  in  Ebitda 
last  year.  With  Monsanto  valued  at 
13  times  Ebitda,  Dow  Ag  is  probably 
worth  $12  billion,  or  $10  a  share. 

“Look,  I  will  listen  to  every  in¬ 
teresting  offer”  for  the  agricultural 
unit,  Liveris  says.  “I  know  it’s  a  hot 
property.  But  it’s  a  hot  property  for 
us  as  well.” 

Liveris  might  have  gotten  some  of 
his  ability  to  navigate  swiftly  changing 
waters  from  his  Greek  ancestors,  who 
for  generations  inhabited  the  island  of 
Kastellorizo,  off  the  coast  of  Turkey. 
Liveris’  grandfather,  a  laborer,  immi¬ 
grated  to  Australia  during  World  War 
I  and  later  brought  along  his  family 
to  the  Outback  town  of  Dar¬ 
win,  where  his  grandmother 
washed  miners’  clothes  for  a 
living. 

“I  grew  up  in  this  amazing 
bipolar  world,”  he  says,  where 
his  relatives  spoke  Greek  at 
home  and  he  mixed  with  An¬ 
glos  and  aborigines  at  school. 

As  his  father  and  uncles 
prospered  in  the  construc¬ 
tion  business,  Liveris  went  to 
the  University  of  Queensland 
and  earned  a  degree  in  chem¬ 
ical  engineering.  He  took  a 
$9,000-a-year  job  with  Dow 
in  1976  because  the  company 
offered  him  the  opportunity 
to  see  the  world. 

Liveris  was  posted  to  Asia,  where 
the  chemicals  industry  was  a  lot  like 
the  chemicals  industry  in  the  U.S. 
today:  booming.  There  was  no  par¬ 
ticular  need  to  innovate  or  keep  an 
eye  on  efficiency,  he  says,  because 
demand  was  growing  and  chemicals 
were  in  short  supply. 

“Most  of  us  were  making  fat  mar¬ 
gins  because  we  didn’t  have  any  glob¬ 
al  competition,”  says  Liveris. 

All  that  ended  when  oil-producing 
nations  like  Saudi  Arabia  and  Kuwait 
jumped  into  the  petrochemicals  busi¬ 
ness,  not  to  make  money  but  to  con- 


LYONDELLBASELL  ENVY 

DOW’S  STOCK  HAS  DONE  WELL  BUT  HASN’T  KEPT  UP  WITH 
THE  POSTBANKRUPTCY  RUN  OF  LYONDELLBASELL. 
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vert  their  natural  wealth  into  jobs.  So 
investor-owned  chemical  companies 
started  cutting  costs  and  centralizing 
management.  Dow  shares  quintupled 
in  the  1980s  and  1990s  as  the  compa¬ 
ny  slashed  costs  and  return  on  equi¬ 
ty  soared. 

By  the  end  of  the  century,  howev¬ 
er,  Dow  managers  were  running  out 
of  tricks.  The  industry  was  consoli¬ 
dating,  so  Dow  acquired  Union  Car¬ 
bide  for  $12  billion.  That  bought  a  lit¬ 
tle  time.  Then,  soon  after  Liveris  was 
promoted  to  chief  operating  officer 
in  2003,  oil  prices  spiked  and  drove 
Dow’s  annual  hydrocarbons  cost 
from  $8  billion  to  $32  billion. 

“Margins  went  from  30%  to  zero,” 
Liveris  said.  It  was  then  that  he 
drafted  a  white  paper  that  got  him 


promoted  to  chief  executive  and  set 
the  company’s  strategy  going  for¬ 
ward.  The  plan  would  be  to  jetti¬ 
son  Dow’s  low-margin  commodity 
petrochemicals  businesses,  including 
founder  Herbert  H.  Dow’s  original 
chlorine  business.  Otherwise,  Liveris 
concluded,  Dow  was  prime  meat  for 
a  state-owned  petrochemical  compa¬ 
ny  or  a  private  equity  firm  looking  to 
slash  costs  even  further,  goose  cash 
flow  and  sell  for  a  quick  profit. 

The  proceeds  from  selling  the  so- 
called  upstream  businesses  would 
be  poured  into  higher-margin  down¬ 
stream  markets  where  Dow  had 
some  control  over  pricing,  such  as 
specialized  plastics  used  in  packag¬ 
ing  and  adhesives,  and  composite 
materials  that  Detroit  was  using  to 
replace  welded  sheet  metal  in  cars. 
Liveris  also  would  bulk  up  Dow’s 
agricultural  business. 

Other  parts  of  Liveris’  strate¬ 
gy  didn’t  go  so  well.  He  negotiated  a 
top-of-the-market  price  for  Rohm  & 
Haas  in  2008  to  get  hold  of  the  Phila¬ 


delphia  company’s  specialized  prod¬ 
ucts,  including  electrical  components 
used  in  cellphones.  “We’ve  basical¬ 
ly  been  trying  to  fix  [the  acquisition] 
ever  since,”  admits  Liveris. 

Luckily  he  had  Warren  Buffett  on 
his  side.  Liveris  says  he  originally 
met  the  billionaire  over  a  three-hour 
lunch  at  Buffett’s  country  club  in 
Omaha  in  2008,  soon  after  Berkshire 
Hathaway  had  invested  $6.5  billion 
to  help  Mars  complete  its  $23  billion 
takeover  of  Wrigley.  Liveris  figured 
he  might  need  help  on  a  future  deal. 
“When  you  buy  something,  let  me 
know,”  Buffett  had  said. 

A  few  months  later  when  Liver¬ 
is  was  in  a  pinch,  he  called  Buffett 
seeking  money  for  the  Rohm  &  Haas 
takeover.  Buffett  ultimately  invest¬ 


ed  $3  billion  in  8.5%  preferred  stock 
that  Dow  could  convert  into  common 
when  its  price  passed  $53  a  share. 
After  a  long  wait  Dow  is  now  close 
to  being  in  a  position  to  convert  Buf¬ 
fett’s  shares  and  shave  an  estimated 
$255  million  a  year  in  costs. 

Now  Liveris  is  concentrating  on 
Version  2.0  of  his  old  plan.  He’s  al¬ 
ready  sold  off  lower-margin  busi¬ 
nesses  that  had  about  $15  billion  in 
annual  sales  and  replaced  them  with 
an  equivalent  stream  of  higher-mar- 
gin  revenue.  The  trick  is  selling  com¬ 
modity  chemicals  units,  like  the  cen¬ 
tury-old  chlorine  business,  while  re¬ 
taining  access  to  the  molecules  they 
produce.  As  Earl  Shipp,  manager  of 
Dow’s  Gulf  Coast  operations,  ex¬ 
plains,  “The  short  answer  to  ‘Why  in¬ 
tegrate?’  is  this  is  the  only  way  you 
can  make  some  of  these  products.” 

Dow  uses  chlorine  to  make  the  pro¬ 
pylene  glycol  in  cough  syrup,  for  ex¬ 
ample,  but  it’s  also  used  in  epoxies  and 
polyurethanes,  and  in  some  cases  Dow 
pulls  the  molecule  from  one  waste 


stream  and  uses  it  to  make  something 
else.  Such  intracompany  transfers 
abound.  Dow  turned  the  waste  from 
epoxy  into  a  valuable  soil  fumigant 
for  pineapple  production  in  Hawaii, 
for  example.  It  also  operates  the  larg¬ 
est  independent  electrical  distribu¬ 
tion  system  in  the  country— its  power 
plants  in  Freeport  generate  enough 
power  to  run  Houston.  So  Shipp’s  em¬ 
ployees  monitor  power  prices  during 
the  day  to  determine  whether  Dow 
can  make  more  money  producing 
chemicals  or  selling  into  the  grid. 

LyondellBasell  and  other  chemical 
producers  may  be  coining  money  on 
ethylene,  Liveris  says,  but  the  volatile 
chemical  is  hard  to  transport  and  the 
price  can  fluctuate  wildly. 

“I  don’t  want  to  buy  it;  I  want  to 
build  it,”  he  says.  “For  Dan  [Loeb] 
to  suggest  we  split  this  out,  it  would 
disable  the  downstream  businesses.” 

With  five  years  left  before  Dow’s 
mandatory  retirement  age,  Liveris 
has  time  to  see  through  the  rest  of  his 
shale-modified  strategy.  At  the  com¬ 
pany’s  Philadelphia-area  research 
and  development  center  scientists 
are  working  on  plastics  and  epoxies 
for  coatings  and  personal  care.  Dow 
has  exclusive  development  programs 
with  Mercedes  and  Audi  to  produce 
new  adhesives  for  bonding  steel  body 
parts,  for  example,  and  it’s  working 
with  Ford  on  speeding  up  the  process 
of  making  carbon-fiber  components. 
Plastic  pellets  and  adhesives  made  in 
Freeport  show  up  in  specialized  films 
used  in  popular  transparent  food 
packaging  for  soup,  as  well  as  peel- 
open  Oreos  containers. 

Low-cost  feedstocks  are  “what’s 
going  to  make  us  a  cash  machine,” 
Liveris  says.  But  a  lot  of  that  cash  will 
be  invested  in  downstream  products 
that  can  earn  higher  margins  than 
bulk  chemicals.  Quoting  his  savior, 
Warren  Buffett,  he  says  he’s  running 
the  company  “for  those  who  are  stay¬ 
ing,  not  those  who  are  leaving.”  He 
adds,  “Let’s  see  if  Third  Point  is  in 
the  stock  in  the  year  2025.”  © 


AT  LUNCH  BUFFETT  SAID:  “WHEN  YOU 
BUY  SOMETHING,  LET  ME  KNOW.” 
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The  billionaire’s  powder: 
Louis  Bacon  has  owned 
property  in  Taos  Ski 
Valley  for  20  years.  Now 
he  wants  to  make  it  more 
accessible  to  elite  skiers, 
while  preserving  its 
historic  appeal  and  laid- 
back  charm. 


The  Tao  of  Taos 

Billionaire  Louis  Bacon  purchased  the  soulful  New  Mexico  ski  valley  with 
one  goal  in  mind-to  make  it  America's  next  great  downhill  mecca. 

BY  EVERETT  POTTER 


When  hedge  fund  billion¬ 
aire  Louis  Bacon  bought 
northern  New  Mexico’s 
Taos  Ski  Valley  (TSV)  in 
December  2013,  it  baffled 
many  in  the  ski  world.  Twenty  miles  outside 
the  latter- day-hippie  redoubt  of  Taos  itself, 
TSV  is  arguably  the  least  likely  major  U.S.  ski 
resort  to  attract  a  highflier’s  attention.  It’s  not 
a  posh  haven  like  Deer  Valley  or  Beaver  Creek 


but  a  none-too-chic  outlier  with  an  architec¬ 
tural  hodgepodge  of  aging  condos  and  ersatz 
alpine  chalets.  And  its  visitor  base— it’s  been 
drawing  the  same  dedicated  families  for  dec¬ 
ades— likes  it  just  the  way  it  is. 

Bacon,  the  58-year-old  founder  of  Moore 
Capital,  sees  it  differently.  “I  have  owned 
property  in  Taos  Ski  Valley  for  20  years,’1  he 
says.  “The  area  is  stunningly  beautiful,  as  well 
as  culturally  and  historically  rich.  As  for  the 
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ALLEN  KENNEDY  (RIGHT) 


‘Whether  you’re  here  in  Central  Park  or  watching  from  somewhere  else,  you  are 
low  part  of  the  global  fight  to  end  extreme  poverty.  And  this  is  a  fight  we  can  win.” 

United  States,  President  Barack  Obama 


COMMITMENTS  MADE  AT  GLOBAL  CITIZEN  FESTIVAL 
SET  TO  AFFECT  259  MILLION  LIVES  BY  2020 


ALLOWING  CAMPAIGNING  BY  GLOBAL  CITIZENS, 

1 8  ANNOUNCEMENTS  WERE  MADE  BY  WORLD 
.EADERS  ON  KEY  ISSUES  OF  SANITATION,  CHILD 
IEALTH  AND  EDUCATION,  ON  THE  JOURNEY  TO 
ENDING  EXTREME  POVERTY  BY  2030. 

Vorld  Bank,  President  Jim  Kim 

Commitment:  To  putting  $65  billion  dollars  a  year 
owards  the  goal  of  ending  extreme  poverty  by  2030. 

SANITATION 

ndia,  Prime  Minister  Narendra  Modi 

Commitment:  To  put  a  toilet  in  every  household  and 
ichool  by  2019  (First  announced  August  2014). 

Jepal,  Prime  Minister  Sushil  Koirala 

Commitment:  pledged  to  end  open  defecation  by  2017. 

Madagascar,  Prime  Minister  Dr.  Roger  Kolo 

Commitment:  Pledged  to  end  open  defecation  by  2018. 

Vorld  Bank  Group,  Senior  Director,  Water  Global 
•ractice,  Junaid  Ahmad 

Commitment:  Announced  a  major  financing 
ommitment  worth  $15  billion  to  support  water 
olutions,  sanitation  and  behavioral  change  around 
oilet  use,  affecting  the  lives  of  up  to  150  million 
ieople. 


Sesame  Workshop,  announced  by 
Sheryl  WuDunn 

Commitment:  Sesame  Workshop  will  reach 
40  million  children  in  Nigeria,  India  and  Bangladesh 
with  sanitation  and  hygiene  education  messages. 

H&M  Conscious  Foundation,  Global  Manager, 
Helena  Thybell 

Commitment:  $9.3  million  donation  to  WaterAid. 

Unilever,  CEO  Paul  Polman 

Commitment:  Help  over  25  million  people  gain 
improved  access  to  a  toilet  by  2020. 

Procter  &  Gamble,  Group  President,  Global  Baby, 
Feminine  &  Family  Care,  Martin  Riant 

Commitment:  To  reach  more  than  40,000  school 
children  and  teachers  in  60  schools  in  Nigeria  and 
Malawi  through  a  multi-partner  commitment. 

Chairman  of  the  House  Foreign  Affairs  Committee, 
Ed  Royce 

Commitment:  To  advance  the  passage  of  the 
Water  for  the  World  Act. 

CHILD  HEALTH 

Norway,  Prime  Minister  Erna  Solberg 

Commitment:  Announced  an  increased  commitment 


to  Gavi,  the  vaccine  alliance  of  over  $1  billion  over 
the  next  5  years. 

Luxembourg,  Prime  Minister  Xavier  Bettel 

Commitment:  Aadditional  investment  of  $500,000  to 
the  Global  Fund  to  Fight  HIV/AIDS,  Tuberculosis  and 
Malaria. 

Liberia,  President  Ellen  Johnson  Sirleaf 

Commitment:  Reaffirmed  contribution  towards  Gavi, 
the  vaccine  alliance,  by  African  countries  (First 
announced  May  2014). 

EDUCATION 

Demark,  Prime  Minister  Helle  Thorning-Schmidt 

Commitment:  Additional  $9  million  to  the  Global 
Partnership  for  Education. 

Denmark,  Trade  and  Development  Minister 
Mogens  Jensen 

Commitment:  US  $1 1  million  commitment  to 
UNICEF  Pakistan. 

YOUTH  /  ADOLESCENT  RIGHTS 

Denmark,  Trade  and  Development  Minister 
Mogens  Jensen 

Commitment:  US  $15  million  commitment  to 
the  Amplify  Change  Fund. 


ROUD  PARTNERS  OF  THE  2014  GLOBAL  CITIZEN  FESTIVAL  INCLUDE: 

aterpillar  Inc.,  Citi.  H&M,  World  Childhood  Foundation.  iHeart  Radio.  Goldenvoice 
VC  Parks'  AEG,  EKOCYCLE,  BidK.ind,  Universal  Music  Group  The  Paramount 
otel.  Pratt  Foundation,  KiK  Interactive  Inc.  Waislitsz  Foundation,  Forbes,  Milk. 

HE  FESTIVAL  HAS  ALSO  PARTNERED  WITH  LEADING  NON  PROFIT  GROUPS, 
ICLUDING:  UNFPA,  the  Global  Partnership  for  Education,  Gavi  •  The  Vaccine 


Alliance  The  Malala  Fund.  WaterAid,  Water  Supply  and  Sanitation  Collaborative 
Council,  WASH  Advocates,  U  S.  Fund  for  UNICEF,  Sesame  Workshop  and  more. 

BROADCAST  PARTNERS:  Vevo  is  the  Festival’s  live-stream  distribution  partner. 
Kik.  mobile  stream  parter.  MSNBC  and  NBC  News  are  the  official  media  partners 
for  this  year's  Festival. 
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Unspoiled  runs:  One  of  TSV’s  virtues  is  that  there  isn’t  an  avalanche  of  skiers. 

skiing,  I  think  it  provides  some  of  the  most 
varied  terrain  in  the  country,  and  it  has  easy 
access  to  steep  off-piste  chutes  and  tree  runs.” 

In  other  words,  he’s  a  real  skier.  And  like 
many  powder  hounds  before  him,  he’s  been 
seduced  by  one  of  America’s  most  challenging 
hills.  It  can  happen  the  first  time  you  ascend 
this  magic  mountain  covered  with  300  inches 
of  perfect  snow,  riding  a  lift  with  local  Ston¬ 
ers  getting  in  their  morning  tokes.  TSV  is  a 
seriously  laid-back  world-class  ski  moun¬ 
tain,  beloved  for  its  staggeringly  steep  expert 
terrain,  endless  views  and  hidden  shots  of 
champagne  powder  in  the  trees.  Better  yet: 

It’s  yours,  because  everyone  else  seems  to 
have  forgotten  it’s  there.  TSV  attracted  only 
215,000  skier  visits  last  winter,  while  Vail,  for 
example,  chalked  up  close  to  2  million. 

Bacon  aims  to  change  that.  Just  don’t  ex¬ 
pect  Bogner-suited  crowds  handing  the  keys 
of  their  Range  Rovers  to  a  valet  just  yet.  His 
first  step  is  to  run  a  lift  up  the  fabled  Kachina 
Peak,  one  of  the  most  cult-prized,  hard-core 
in-bounds  areas  at  any  American  ski  resort. 

Until  now  the  only  way  to  access  it  was  to 
shoulder  your  skis  for  a  sometimes  grueling 
and  breathless  45-minute  hike  in  deep  snow 
to  the  top  of  the  12,500-foot  peak.  In  Decem¬ 
ber  you  can  save  your  breath  and  simply  take 
the  new  Kachina  Peak  Lift  to  the  top.  Other 
terrain  changes  include  the  opening  of  Wild 


West,  60  acres  of  hike-to 
gladed  terrain  that  is  meant 
to  show  a  commitment  to 
the  hard-core  skiers  who 
call  Taos  their  home  hill. 

When  Bacon  adds  that  he 
has  “developed  a  deep  ap¬ 
preciation  for  the  character 
of  this  place  and  its  unique 
setting  in  the  Sangre  de 
Cristos,”  he’s  not  just  blow¬ 
ing  powder  in  your  face.  He’s 
made  headlines  as  a  conser¬ 
vationist  who,  among  other 
things,  donated  easements 
on  about  167,000  acres  of  his 
Trinchera  Blanca  Ranch  in 
Colorado  (which  he  bought 
from  the  Forbes  family)  to 
the  U.S.  Fish  &  Wildlife  Service. 

Next  on  his  agenda  is  the  ski  town  itself, 
where  the  idea,  according  to  TSV  CEO  Gor¬ 
don  Briner,  “is  to  create  one  great  village, 
not  a  couple  of  interesting  real  estate  devel¬ 
opments.” 

The  word  one  hears  when  the  village 
redevelopment  is  mentioned  is  “European,” 
and,  indeed,  TSV  has  deep  Euro  roots.  It  was 
opened  in  1954  by  Ernie  Blake,  who  had  fled 
Germany  in  the  Thirties.  Others  joined  him, 
including  Frenchman  Jean  Mayer,  the  ski 
school  head,  who  opened  the  Hotel  St.  Ber¬ 
nard  in  1960,  a  place  that  resembles  the  kind  of 
family  auberge  one  might  find  in  Chamonix. 

The  hotel  will  stay,  but  much  else  will 
change,  including  access  to  TSV.  Bacon  has 
been  working  with  the  local  community  to 
have  the  airport  become  a  more  elite  jetport, 
capable  of  handling  up  to  45-passenger  re¬ 
gional  jets.  Eliminating  the  current  three- 
hour  road  trip  from  Albuquerque  would  be  a 
serious  game-changer. 

Meanwhile,  Bacon  puts  forward  three 
major  objectives  for  TSV:  to  revitalize  the 
core  village,  to  retain  the  historic  appeal  of 
the  iconic  ski  valley  and  to  earn  a  return  on 
the  effort. 

“Any  two  of  these  are  somewhat  straight¬ 


forward,”  says  Bacon.  “The  cha 
accomplishing  all  three.” 


lenge  is 


FINAL  THOUGHT 


"It  is  unbecoming  for  a  cardinal  to  ski  badly." -pope  john  paul  ■■ 


TRENDING 


What  the  65  million 
Forbes.com  users 
are  talking  about. 

For  a  deeper  dive  go  to 

FORBESLIFE.COM 

PERSON 

JOHN  GALLIANO 

Three  years  after  he 
left  Christian  Dior  in 
disgrace,  fashion’s 
prodigal  son  returns 
as  creative  director  of 
Maison  Martin  Margiela. 

COMPANY 

CADILLAC 

The  automaker  rolls  out 
a  new  program  with 
American  Airlines  that 
includes  airport  transfers 
via  Caddy  and  frequent- 
flier  miles  for  customers 
who  test-drive  its  cars. 

IDEA 

SELFIE  DRONES  - 

If  you  lack  the 
photography  chops  of 
Avedon  or  Penn,  let 
Nixie  snap  your  portrait. 
“The  first  wearable 
camera  that  can  fly” 
snagged  $50,000  in 
funding  from  Intel’s 
“Make  It  Wearable” 
competition. 
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HENNION  WALSH 

It  comes  down  to  trust.® 

Are  Tax  Free  Municipal 
Bonds  Right  for  You? 


Please  call  1-800-498-9084 
for  your  free  Bond  Guide. 


The  Main  Advantages  of  Municipal  Bonds 

Investors  are  attracted  to  municipal  bonds  for  three 
reasons,  safety  of  principal,  regular  predictable 
income  and  the  tax-free  benefits.  Together,  these  three 
elements  can  make  a  compelling  case  for  including 
tax-free  municipal  bonds  in  your  portfolio. 

Potential  Safety  of  Principal 

Many  investors,  particularly  those  nearing  retirement 
or  in  retirement,  are  concerned  about  protecting 
their  principal.  In  March  of  2012,  Moody’s  published 
research  that  showed  that  rated  investment  grade 
municipal  bonds  had  an  average  cumulative  default 
rate  of  just  0.08%  between  1970  and  201 1.*  That 
means  while  there  is  some  risk  of  principal  loss, 
investing  in  rated  investment-grade  municipal  bonds 
can  be  a  cornerstone  for  safety  of  your  principal. 

Potential  Regular  Predictable  Income 

Municipal  bonds  typically  pay  interest  every  six 
months  unless  they  get  called  or  default.  That  means 
that  you  can  count  on  a  regular,  predictable  income 
stream.  Because  most  bonds  have  call  options, 
which  means  you  get  your  principal  back  before 


the  maturity  date,  subsequent  municipal  bonds  you 
purchase  can  earn  more  or  less  interest  than  the  called 
bond.  According  to  Moody’s  2012  research,*  default 
rates  are  historically  low  for  the  rated  investment- 
grade  bonds  favored  by  Hennion  &  Walsh. 

Potential  Triple  Tax-Free  Income 

Income  from  municipal  bonds  is  not  subject  to  federal 
income  tax  and,  depending  on  where  you  live,  may  also 
be  exempt  from  state  and  local  taxes.  Triple  tax-free  can 
be  a  big  attraction  for  many  investors  in  this  time  of 
looming  tax  increases. 

About  Hennion  8t  Walsh 

Since  1990  Hennion  &  Walsh  has  specialized  in 
investment  grade  tax-free  municipal  bonds.  The 
company  supervises  over  $2  billion  in  assets  in  over 
15,000  accounts,  providing  individual  investors  with 
institutional  quality  service  and  personal  attention. 

What  To  Do  Now 

Call  1-800-498-9084  and  request  our  Bond  Guide, 
written  by  the  experts  at  Hennion  &  Walsh.  It  will 
give  you  a  clear  and  easy  overview  of  the  risks  and 
benefits  of  tax-free  municipal  bonds. 


Dear  Investor, 

We  urge  you  to  call  and  get  your  free  Bond  Guide.  Having  tax- 
free  municipal  bonds  as  part  of  your  por folio  can  help  get  your 
investments  back  on  track  and  put  you  on  a  path  to  achieving 
your  investment  goals.  Getting  your  no-obligation  guide  could 
be  the  smartest  investment  decision  you'll  make. 

Sincerely, 

VJ&A.U/- 


FREE  Bond  Guide 

Without  Cost  or  Obligation 

CALL  1-800-498-9084 

(for  fastest  service,  call  between  8  a.m.  and  6  p.m.) 

Hennion  &  Walsh,  Bond  Guide  Offer 
2001  Route  46,  Wateiview  Plaza 
Parsippany,  NJ  07054 


©  2013  Hennion  and  Walsh.  Securities  offered  through  Hennion  &  Walsh  Inc.  Member  of  FINRA,  SIPC.  Investing  in  bonds  involves  risk 
including  possible  loss  of  principal.  Income  may  be  subject  to  state,  local  or  federal  alternative  minimum  tax.  When  interest  rates  rise,  bond  prices 
fall,  and  when  interest  rates  fall,  prices  rise.  ’Source:  Moody’s  Investor  Service,  March  7,  2012  “U.S.  Municipal  Bond  Defaults  and  Recoveries, 
1970-2011.”  Past  performance  is  no  guarantee  of  future  results. 


SMART  DATA  TRANSFORMING  LIVES 


BOB  HUGIN 
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PATRICK 
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NantHealth 


DANIEL  HILFERTY 
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Blue  Cross 


ROBERT  ROBBINS 

Texas  Medical 
Center 


GEORGE  BOB  KOCHER 

YANCOPOULOS  Venrock 

Regeneron 


ANA  PUJOLS  MCKEE  JOHN  SCULLEY 

The  Joint  Commission  Sculley  Family  Office 


RICHARD  ROTHMAN 

Rothman  Institute 


CHRIS  VIEHBACHER  ERIC  SCHADT 

Sanofl  The  Mount  Sinai 

School  of  Medicine 


JONATHAN  BUSH 

athenahealth 


DECEMBER  3-4,  2014  NEW  YORK,  NY 

For  the  past  two  years,  the  Forbes  Healthcare  Summit  has  brought  together 
executives,  doctors,  researchers  and  regulators  for  dialogue  and  debate,  and  to 
turn  ideas  into  actions  that  can  truly  advance  reform. 


On  December  3-4,  2014  in  New  York,  we  will  turn  our  attention  to  data— a  hot 
topic  in  so  many  industries-and  highlight  how  it  is  changing  patient  care, 
leading  to  new  treatments,  and  saving  money.  Centered  on  the  theme  Smart 
Data  Transforming  Lives,  we  will  again  convene  the  very  best  and  brightest  with 
the  ultimate  goal  of  getting  from  data  to  wisdom  in  a  day. 
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REI NVENTI NG  AMERICA 


The  Innovation 
Summit 
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November  13,  2014  •  Indianapolis,  Indiana 
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Steve  Forbes 

Chairman  and 
Editor-in-Chief, 
Forbes  Media 


HON.  MICHAEL  PENCE 
Governor  of  Indiana 


ANGIE  HICKS 
Founder  &  Chief 
Marketing  Officer, 
Angies  List 


JAN  M.  LUNDBERG,  PH.D. 
Executive  Vice  President, 
Science  and  Technology, 

Eli  Lilly  and  Company 


JON  LAUCKNER 
Chief  Technical  Officer, 
VP  of  R&D,  General  Motors, 
President  of  GM  Ventures 


America's  heartland  is  reawakening  thanks  to  a  radical  rethinking  of  the  way 
business  is  done  and  products  and  services  are  created. 


Join  Forbes  as  we  bring  together  this  exciting,  one-of-a-kind  congress 
of  the  top  entrepreneurs,  executives,  academics  and  policy  makers 
who  are  Reinventing  America  right  now. 


FOR  MORE  INFORMATION  ON  HOWTO  PARTICIPATE 
VISIT  FORBES.COM/CONFERENCES 
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Jonathan  Becher  Heather  Cox  Jeff  Jones  Liza  Landsman  Phil  McAveety  Raja  Rajamannar  Amanda  Rubin 


SAP 


Citi 


Target 


E*Trade  Financial  Starwood  Hotels  &  MasterCard  Worldwide  Goldman  Sachs  &  Co 
Resorts  Worldwide 


CMO  Next:  Moving  at  the  Speed  of  Change 

November  5-7,  2014  |  Naples,  Florida 


Chief  marketing  officers  from  Forbes  Global  2000  companies  and  leaders  of  major  brands  will  convene 
at  the  10th  annual  Forbes  CMO  Summit  to  engage  in  peer-to-peer  networking,  share  best  practices 
and  participate  in  a  relaxed  and  intimate  learning  environment  that  serves  to  help  them  better  address 
today’s  complex  marketing  landscape. 

This  year,  we  will  examine  the  future  of  the  marketing  organization  and  how  innovation  is  increasingly  at 
the  center  of  many  leading  CMOs’  agendas.  How  do  you  build  an  agile  marketing  organization  that  can 
survive  and  thrive  through  economic  downturns  and  technological  disruptions  -  the  kind  pf  disruptions 
that  would  take  other  companies  down?  How  are  CMOs  innovating  to  be  adaptable  in  an  ever-changing 
and  highly  disruptive  world? 


For  more  information  on  how  to  participate  please  visit  forbes.com/conferences 
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Artificial  intelligence.  Real  results, 
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3  The  biggest  event  in  the  97-year  history  of  Forbes,  the  first-ever  Under  30  Summit  will 

bring  together  1,000-plus  members  of  the  Forbes  30  Under  30,  legendary  mentors  and 
i  global  leaders  for  three  days  of  discussions,  planning  and  actions  (plus  a  lot  of  fun), 

§  with  the  goal  of  creating  partnerships  that  will  change  the  world  over  the  next  50  years. 
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FESTIVAL  •  MUSIC  FESTIVAL  •  INNOVATIVE  PANEL  DISCUSSIONS 


To  request  an  invitation,  visit  forbes.com/conferences 
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GLOBAL 

CITIZEN 

NIGHTS 


Keynote  Speakers:  Malala  Yousafzai,  Malala  Fund;  Palmer  Luckey,  Oculus  Rift; 
Sean  Rad,  Tinder;  Sara  Blakely,  Spanx;  Peter  Thiel,  Legendary  Tech  Investor 
and  Entrepreneur 

Featured  Participants:  Peter  Cashmore,  Mashable;  Lauren  Bush  Lauren, 
Feed;  Neil  Blumenthal,  Warby  Parker;  Josh  Kushner,  Thrive  Capital, 
Monica  Lewinsky,  Author;  Afrojack,  Music  Producer  &  DJ; 
Questiove,  The  Roots:  Petra  Nemcova,  Happy  Hearts  Fund, 

Alexa  von  Tobel,  LearnVest,  Thomas  Tull,  Legendary 
Pictures,  Wiz  Khalifa 

Featured  Mentors:  Jim  Breyer,  Accel  Partners; 
Steve  Case,  AOL;  Danny  Meyer,  Union 
Square  Hospitality  Group;  Jean  Case, 
Case  Foundation;  John  Paul 
DeJoria,  Patron  Tequila  and 
Paul  Mitchell 


And  many  more 
to  come! 


FINAL  THOUGHT 

“Maybe  more  art  in  your  business  would  mean  more  net  ” 

'  — B.C.  FORBES 
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Is  America  Ready 
to  Perpetuate 


"The  cash  value  of  art  in  industry  needs  no  proof  at 
this  date.  Everywhere  in  the  world  manufacturers 
are  giving  more  attention  than  ever  before  to  good 
design.  Even  Henry  Ford,  that  modem  wizard  of  the 
motor  industry,  recently  has  shown  that  he  has  had 
to  take  into  account  the  'looks’  of  his  product.  Modem 
business  realizes  more  and  more  that  it  must  take  into 
account  the  demand  for  good  looks,  for  good  design 
and  color  in  almost  every  land  of  manufactured  goods." 
-FROM  THE  AUG.  1, 1928  ISSUE  OF  FORBES 


OTHER  THOUGHTS  FROM  THAT  ISSUE: 

TRANSATLANTIC  CROSSINGS  “The  German  Lufthansa  expects  to  have 

regular  passenger  traffic  to  South  America  next  year.  One  of  the  tests  this 
autumn  will  be  trial  of  the  Rohrbach  ‘flying  yacht’  on  the  Baltic.” 


ON  ART  AND  DESIGN 


"Industrial  societies  turn  their  citizens 
into  image  junkies;  it  is  the  most 
irresistible  form  of  mental  pollution." 

-SUSAN  SONTAG 

"Perfection  is  achieved  not  when 
there  is  nothing  more  to  add,  but  when 
there  is  nothing  left  to  take  away." 

-ANTOINE  DE  SAINT-EXUPERY 


"Styles  may  change,  details  may  come  and 
go,  but  the  broad  demands  of  aesthetic 
judgment  are  permanent." 

-ROGER  SCRUTON 

“Then  adorn  yourself  with  majesty  and  splendor, 
and  array  yourself  with  glory  and  beauty." 

-JOB  40:10 

"When  I  have  finished,  if  the  solution 
is  not  beautiful,  I  know  it  is  wrong." 

-R.  BUCKMINSTER  FULLER 


"The  arts  are  not  a  way  to  make  a 
living.  They  are  a  very  human  way 
of  making  life  more  bearable." 

-KURT  VONNEGUT 


"Design  can  be  art. 
Design  can  be  aesthetics. 
Design  is  so  simple; 
that's  why  it's  so 
complicated.” 

-PAUL  RAND 


"When  you  want  to 
know  how  things 
really  work,  study 
them  when  they're 
coming  apart." 
-WILLIAM  GIBSON 


"One  eye  sees;  the  other  feels." 

-PAUL  KLEE 


NO  REAL  BULL  SWING  IN  SIGHT  “The  stock  market  continues  to  be  very 

delicately  balariced  on  a  credit  fulcrum.  This  is  not  a  satisfactory  situation, 
because  almost  anything  can  upset  it.” 


SOURCES:  GOODREADS.CbM;  AIRMAN'S  ODYSSEY,  BY  ANTOINE  DE  SAINT- 
EXUPERY;  ON  PHOTOGRAPHY,  BY  SUSAN  SONTAG;  THE  PERSISTENCE  OF  THE 
CLASSICAL:  ESSAYS  ON  ARCHITECTURE,  BY  FRANK  SALMON;  ZERO  HISTORY, 
BY  WILLIAM  GIBSON;  A  MAN  WITHOUT  A  COUNTRY,  BY  KURT  VONNEGUT. 
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YES,  THERE  ARE  STILL  PEOPLE  WITH 
BLUE  HAIR  WHO  DRIVE  A  BUICK. 

Introducing  five  fresh  expectation-shattering  luxury  models  from  Buick.  When  you  experience  the  new  Buick, 
you'll  see  we're  perfect  for  so  much  more  than  just  driving  to  the  Early  Bird  Special.  Discover  more  at  buick.com. 


THE  NEW  BUICK 
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©2014  General  Motors.  All  rights  reserved.  Buick®  Buick  emblem® 


BREGUET  BOUTIQUES  -  NEW  YORK  646  692-6469  -  BEVERLY  HILLS  310  860-9911 
BAL  HARBOUR  1305  866-1061  -  LAS  VEGAS  702  733-7435  -  TOLL  FREE  877-658-5259  -  WWW.BREGUET.COM 
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Breguet,  the  innovator. 

Classique  Hora  Mundi  5717 


An  invitation  to  travel  across  the  continents  and  oceans  illustrated  on 
three  versions  of  the  hand-guilloche  lacquered  dial,  the  Classique  Hora 
Mundi  is  the  first  mechanical  watch  with  an  instant-jump  time-zone  display. 
Thanks  to  a  patented  mechanical  memory  based  on  two  heart-shaped 
cams,  it  instantly  indicates  the  date  and  the  time  of  day  or  night  in  a  given 
city  selected  using  the  dedicated  pushpiece.  History  is  still  being  written... 


